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NOTE:  In  th is  publ icat ion,  the text  inser ted between square brackets 
represents the regular  pr int  in format ion.  

Before you start 
Is this guide for you? 
Use th is  guide i f  you are the legal  representat ive (see page 19 [5]  )  
who has to f i le  an income tax and benef i t  return for  a deceased 
person.  Use i t  together  wi th the gu ide that  came wi th the deceased 
person's return.  

Which return should you use? 
You can use a T1 GENERAL INCOME TAX AND BENEFIT  RETURN.  However,  
the deceased may have received a d i f ferent  return in the mai l  based 
on h is  or  her  s i tuat ion last  year.  I f  the return covers the types of  
income you want  to report  and the deduct ions and credi ts  you want  to 
c la im, you can use i t  instead of  a T1 GENERAL INCOME TAX AND BENEFIT  
RETURN.  You cannot  use a T1S-C, CREDIT  AND BENEFIT  RETURN, to 
complete a return for  a deceased person.  
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Note 
I f  you cannot  get  a return for  the year of  death,  use a b lank one 
f rom a previous year.  In  the top r ight  corner  of  page 1,  wr i te the 
year for  which you are f i l ing.  We wi l l  assess the return based on the 
legis lat ion in ef fect  for  the year of  death.  

Forms and publications 
Throughout  th is  guide,  we refer  to other  forms and publ icat ions.  I f   
you need the General  income tax package,  or  any other  forms or  
publ icat ions,  you can v is i t  our  Web s i te at  www.cra.gc.ca/forms  or  
order  them by cal l ing 1-800-959-2221.   

Any schedules ment ioned in th is  gu ide are in  the General  income tax 
package.  

What if  you need help? 
This guide uses p la in language to  expla in the most  common income 
tax s i tuat ions.  I f  you need help af ter  reading th is  guide,  v is i t  our  Web 
s i te at  www.cra.gc.ca  or  cal l  1-800-959-8281.   
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What's new for 2006? 

Transfers of  f ishing property  –  Under proposed legis lat ion,  af ter  
May 1,  2006,  a tax deferra l  wi l l  be a l lowed on the t ransfer  of  f ish ing 
property used in a fami ly  f ish ing business f rom the deceased to 
thei r  ch i ld  or  grandchi ld.  For  more informat ion,  see the sect ion 
cal led "Farm or  f ish ing property t ransferred to a chi ld"  on  
page 107 [21] .  

Donations of  publicly- l isted securit ies and ecological ly 
sensit ive land  –  For  g i f ts  of  publ ic ly- l is ted secur i t ies and 
ecological ly  sensi t ive land made af ter  May 1,  2006,  the capi ta l  
gains inc lus ion rate is  zero.  For  more informat ion,  see the sect ion 
cal led "L ine 349 – Donat ions and g i f ts"  on page 68 [14] .  

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.  

La vers ion f rançaise de cet te publ icat ion est  in t i tu lée DÉCLARATIONS 
DE REVENUS DE PERSONNES DÉCÉDÉES.  
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Glossary 
Adjusted cost base  (ACB) – usual ly  the cost  of  a property,  p lus any 
expenses to acquire i t ,  such as commissions and legal  fees.  

The cost  of  a capi ta l  property is  i ts  actual  or  deemed cost ,  depending 
on the type of  property and how you acquired i t .  I t  a lso inc ludes 
capi ta l  expendi tures,  such as the cost  of  addi t ions and improvements 
to the property.  You cannot  add current  expenses,  such as 
maintenance and repair  costs,  to the ACB of  a property.  

For  more informat ion on ACB, see Interpretat ion Bul let in  IT-456,  
CAPITAL  PROPERTY – SOME ADJUSTMENTS TO COST BASE,  and i ts  
Specia l  Release.  

I f  the deceased f i led Form T664 or  T664 (Seniors) ,  ELECTION TO 
REPORT A  CAPITAL  GAIN  ON PROPERTY OWNED AT  THE END OF 
FEBRUARY 22,  1994,  the ACB of  the property  may change.  For  more 
informat ion,  see guide T4037,  CAPITAL  GAINS.  

Advantage – see the def in i t ion of  Eligible amount of  the gif t  on 
page 15 [ th is  page] .  
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Annuitant – general ly ,  an annui tant  is  the person for  whom a 
ret i rement p lan provides a ret i rement  income. In cer ta in 
c i rcumstances,  the surv iv ing spouse or  common- law partner  may 
qual i fy  as the annui tant  when,  because of  the death,  he or  she 
becomes ent i t led to receive benef i ts  out  of  the ret i rement p lan.  

Annuity payment – a f ixed per iodic payment that  a person has the 
r ight  to receive,  e i ther  for  l i fe  or  for  a speci f ic  number of  years.  These 
payments represent  a par t ia l  recovery of  f inancing and a return 
( in terest)  on the capi ta l  investment .  

Arm's length transaction – a t ransact ion between persons each of  
whom acts in  h is  or  her  own sel f - in terest .  Related persons are not  
considered to deal  wi th each other  at  arm's length.  Related persons 
inc lude indiv iduals connected by a b lood re lat ionship,  marr iage or  
common- law partnership,  or  adopt ion ( legal  or  in  fact) .  A lso,  a 
corporat ion and a shareholder  who contro ls  the corporat ion are 
re lated.  

Unrelated persons usual ly  deal  wi th each other  at  arm's length,  
a l though th is  might  not  be the case i f ,  for  example,  one person is  
under the inf luence or  contro l  of  the other .  
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For  more informat ion on arm's length,  see Interpretat ion Bul let in  
IT-419,  MEANING OF ARM'S  LENGTH. 

Capital  cost al lowance (CCA)  –  in  the year you buy a depreciable 
property (def ined later  in  th is  Glossary) ,  such as a bui ld ing,  you 
cannot  deduct  the fu l l  cost .  However,  s ince th is  type of  property 
wears out  or  becomes obsolete over  t ime,  you can deduct  i ts  capi ta l  
cost  over  a per iod of  several  years.  This deduct ion is  cal led CCA. You 
cannot  c la im i t  for  the f iscal  per iod that  ends on the date of  death.  

When we ta lk  about  CCA, a re ference is  of ten made to class.  You 
usual ly  group depreciable propert ies in to c lasses.  You have to base 
your CCA c la im on the rate assigned to each c lass of  property.  

Capital  property – inc ludes depreciable property,  and any property 
that ,  i f  so ld,  would resul t  in  a capi ta l  gain or  a capi ta l  loss.  You 
usual ly  buy i t  for  investment  purposes or  to earn income. Capi ta l  
property does not  inc lude the t rading assets of  a business,  such as 
inventory.  Some common types of  capi ta l  property  inc lude cot tages;  
secur i t ies such as stocks,  bonds,  and uni ts  of  a mutual  fund t rust ;  and 
land,  bui ld ings,  and equipment used in  a business or  renta l  operat ion.  
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Common-law partner – th is  appl ies to a person who is  not your 
spouse,  wi th whom you are l iv ing in a conjugal  re lat ionship,  and to 
whom at  least  one  o f  the fo l lowing s i tuat ions appl ies.  He or  she:  

a)  has been l iv ing wi th you in a conjugal  re lat ionship for  at  least  
12 cont inuous months;  

b)  is  the parent  of  your  chi ld  by b i r th or  adopt ion;  or   

c)  has custody and contro l  of  your  chi ld  (or  had custody and contro l  
immediate ly  before the chi ld  turned 19 years of  age) and your 
chi ld  is  whol ly  dependent  on that  person for  support .  

An indiv idual  immediate ly  becomes your common- law partner  i f  you 
previously l ived together  in  a conjugal  re lat ionship for  at  least  
12 cont inuous months and you have resumed l iv ing together  in  such a 
re lat ionship.  Under proposed changes,  th is  condi t ion wi l l  no longer 
ex is t .  The ef fect  of  th is  proposed change is  that  a person (other  than 
a person descr ibed in b)  or  c)  above) wi l l  be your common- law partner  
only af ter  your current  re lat ionship wi th that  person has lasted at  least  
12 cont inuous months.  This proposed change wi l l  apply to 2001 and 
later  years.  
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Reference to "12 cont inuous months"  in  th is  def in i t ion inc ludes any 
per iod that  you were separated for  less than 90 days because of  a 
breakdown in the re lat ionship.  

Deemed disposit ion – expression used when a person is  considered 
to have d isposed of  a property,  even though a sale d id not  take p lace.  

Deemed proceeds of  disposit ion  –  expression used when a person 
is  considered to have received an amount  for  the d isposi t ion of  
property ,  even though the person d id not  actual ly  receive that  amount .  

Depreciable property  –  usual ly  capi ta l  proper ty used to earn income 
f rom a business or  property.  The capi ta l  cost  can be wr i t ten of f  as 
CCA over a number of  years.  

Eligible amount of  the gif t  –  under proposed legis lat ion,  th is  is  
general ly  the amount  by which the fa i r  market  value (def ined on 
page 16 [5]  )  of  the g i f ted property exceeds the amount  of  the 
advantage,  i f  any,  received for  the g i f t .   

Under proposed legis lat ion,  the advantage  is  general ly  the tota l  va lue 
of  a l l  property,  serv ices,  compensat ion,  or  other  benef i ts  to which you 
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are ent i t led as par t ia l  considerat ion for ,  or  in  grat i tude for ,  the g i f t .  
The advantage may be cont ingent  or  receivable in  the future,  and 
g iven e i ther  to you or  a person not  deal ing at  arm's length wi th you.  

Under proposed legis lat ion,  for  g i f ts  made af ter  February 18,  2003,  
the advantage a lso inc ludes any l imi ted-recourse debt  in  respect  of  
the g i f t  a t  the t ime i t  was made.  For  example,  there may be a l imi ted-
recourse debt  i f  the property was acquired through a tax shel ter  that  
is  a g i f t ing arrangement.  In th is  case,  the e l ig ib le amount  of  the g i f t  
wi l l  be reported in box 13 of  Form T5003,  STATEMENT OF TAX SHELTER 
INFORMATION.  For  more informat ion on g i f t ing arrangements and tax 
shel ters,  see T4068,  GUIDE FOR THE PARTNERSHIP INFORMATION 
RETURN. 

Fair  market value (FMV) – usual ly  the h ighest  dol lar  value that  you 
can get  for  your  property in  an open and unrestr ic ted market  between 
a wi l l ing buyer and a wi l l ing sel ler  who are act ing independent ly  of  
each other .  

Locked-in – in th is  guide,  locked- in means that  the benef ic iary who  
is  to receive the property  has a r ight  to absolute ownership of  i t .  
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No future event  or  development can take th is  r ight  away.  In order  for  
a property  to be locked- in:  

• for  a spousal  or  common- law par tner  t rust ,  i t  has to become locked-
in before the surv iv ing spouse or  common- law partner  d ies;  and 

• for  an indiv idual ,  i t  has to become locked- in before the indiv idual  
d ies.  

Non-arm's length transaction  –  a t ransact ion between persons who 
were not  deal ing wi th each other  at  arm's length at  the t ime of  the 
t ransact ion.   

Quali f ied donee – general ly  inc ludes:  

• a registered Canadian char i ty ;  

• a registered Canadian amateur ath let ic  associat ion;  

• a Canadian tax exempt housing corporat ion that  only provides 
low-cost  housing for  seniors;  

• a munic ipal i ty  in  Canada or ,  for  g i f ts  made af ter  May 8,  2000,  a 
munic ipal  or  publ ic  body per forming a funct ion of  government in  
Canada;  
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• the Uni ted Nat ions (UN) or  an agency of  the UN; 

• a prescr ibed univers i ty  outs ide Canada;  

• a char i table organizat ion outs ide Canada to which the Government 
of  Canada has made a donat ion in 2005 or  2006;  and 

• the Government of  Canada,  a province,  or  a terr i tory.  

Spouse  –  th is  appl ies only to a person to whom you are legal ly  
marr ied.  

Testamentary spousal  or common-law partner trust – a t rust  
created by the deceased's wi l l ,  or  a court  order  in  re lat ion to the 
deceased's estate made under any law of  a province or  terr i tory that  
provides for  the re l ie f  or  support  of  dependants.  The surv iv ing spouse 
or  common- law partner  is  ent i t led to a l l  the income of  the t rust  that  
ar ises before he or  she d ies.  No one e lse can receive or  use the 
t rust 's  income or  capi ta l  before the surv iv ing spouse's or  common- law 
partner 's  death.  

For  more informat ion,  see Interpretat ion Bul let in  IT-305,  
TESTAMENTARY SPOUSE TRUSTS.  
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Testamentary debts – debts or  l iab i l i t ies of  a l l  k inds that  an 
indiv idual  incurred and d id not  pay before death.  I t  a lso inc ludes 
amounts payable by the estate because of  death.  

Undepreciated capital  cost (UCC)  –  general ly ,  UCC is  equal  to the 
tota l  capi ta l  cost  of  a l l  the propert ies of  a c lass minus  any capi ta l  
cost  a l lowance c la imed in previous  years.  When property of  the c lass 
is  d isposed of ,  you a lso have to  subtract  f rom the UCC one of  the 
fo l lowing two amounts,  whichever is less:  

• the proceeds of  d isposi t ion of  the property (e i ther  actual  or  
deemed) minus the re lated out lays and expenses to sel l  i t ;  or  

• the capi ta l  cost  of  the property.  

Chapter 1 – General information 
Are you the legal representative? 
I f  you are an executor ,  an administ ra tor ,  or  a l iqu idator ,  you are the 
legal  representat ive of  a deceased person.  



–  20  –  

Executor  –  This is  someone a wi l l  names to act  as the legal  
representat ive to handle a deceased's estate.  

Administrator  –  There may not  be a wi l l ,  or  the wi l l  may not  name an 
executor .  In  th is  case,  a court  wi l l  appoint  an administ rator  to handle 
the deceased's estate.  An administ rator  is  of ten the spouse,  
common- law partner ,  or  the next  of  k in.  

Liquidator – In Quebec,  the l iqu idator  is  responsib le for  d is t r ibut ing 
assets of  a l l  estates.  For  estates wi th a wi l l ,  the l iqu idator 's  ro le is  
s imi lar  to an executor 's .  For  estates wi thout  a wi l l ,  the l iquidator  acts 
as the administ rator  of  the estate.  

What are your responsibil it ies as the legal representative? 
As the legal  representat ive,  you should provide us wi th the 
deceased's date of  death as soon as possib le.  To keep our  records up 
to date,  send us the fo l lowing informat ion:  

• a copy of  the death cer t i f icate;  and 
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• a complete copy of  the wi l l  or  other  legal  document such as a grant  
of  probate or  le t ters of  adminis t rat ion showing that  you are the 
legal  representat ive.  

Inc lude th is  in format ion wi th the f ina l  return i f  you d id not  send i t  r ight  
af ter  the deceased's death.  

Note 
Human Resources and Socia l  Development Canada ( former ly  Human 
Resources Development Canada) should a lso be advised of  the 
deceased's date of  death.  You can f ind the phone number in  the 
government sect ion of  your  te lephone book.  

This guide deals only wi th your  responsib i l i t ies under the INCOME TAX 
ACT ( the Act) .  Under the Act ,  as the legal  representat ive,  i t  is  your 
responsib i l i ty  to:  

• f i le  a l l  required returns for  the deceased;  

• pay a l l  taxes owing;  and 

• le t  the benef ic iar ies know which of  the amounts they receive f rom 
the estate are taxable.  
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As the legal  representat ive,  you are responsib le for  f i l ing a return for  
the deceased for  the year of  death.  This return is  cal led the f inal  
return.  See Chapter  2,  beginning on page 35 [8] ,  for  more 
informat ion.  

You also have to f i le  any returns for  previous years that  the deceased 
person d id not  f i le .  I f  the person d id not  leave records about  these 
returns,  or  i f  you cannot  te l l  f rom exist ing records whether or  not  the 
returns were f i led,  contact  us.  I f  you have to f i le  a return for  a year 
before the year of  death,  use a T1 GENERAL INCOME TAX AND BENEFIT  
RETURN for  that  year.  Previous year returns are avai lable f rom our 
Web s i te at  www.cra.gc.ca/forms  or  by cal l ing 1-800-959-2221.  

You have to f i le  a T3 TRUST INCOME TAX AND INFORMATION RETURN,  for  
income the estate earned af ter  the date of  death.  I f  the terms of  a 
t rust  were establ ished by the wi l l  or  a court  order  in  re lat ion to the 
deceased indiv idual 's  estate under provinc ia l  or  terr i tor ia l  dependant  
re l ie f  or  support  law,  you a lso have to f i le  a T3 TRUST INCOME TAX AND 
INFORMATION RETURN for  that  t rust .  However,  you may not  have to f i le  
a T3 return (not  to be confused wi th the f inal  return,  which a lways has 
to be f i led)  i f  the estate is  d is t r ibuted immediate ly  af ter  the person 
d ies,  or  i f  the estate d id not  earn income before the d is t r ibut ion.  
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In  these cases,  you should g ive each benef ic iary a statement showing 
h is  or  her  share of  the estate.  See the T4013,  T3 TRUST GUIDE,  for  
more informat ion and,  where a t rust  is  created,  to determine whether  
that  return has to be f i led.  See Chart  2 on page 151 [28]  to f ind out  
what  income to report  on the T3 return.  

Do you need information from the deceased person's tax 
records? 
You can contact  us for  in format ion f rom the deceased's tax records.  
When you wr i te for  such informat ion,  inc lude the words "The Estate  
of  the Late" in  f ront  of  the deceased person's name. Inc lude your 
address so we can reply d i rect ly  to  you.  Before we can g ive you 
informat ion f rom the deceased's records,  we need the fo l lowing:  

• a copy of  the death cer t i f icate;  

• the deceased's socia l  insurance number;  and 

• a copy of  the wi l l ,  t rust  agreement,  or  le t ters of  administ rat ion 
showing that  you are the legal  representat ive.  
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I f  you v is i t  us to get  in format ion f rom the tax records of  the deceased,  
you a lso have to show us one p iece of  ident i f icat ion wi th your p ic ture 
and s ignature on i t ,  or  two p ieces wi th your s ignature on them. 

Goods and services tax/harmonized sales tax (GST/HST) 
credit received after the date of death 
General ly ,  GST/HST credi t  payments are issued on the f i f th  day of  the 
month in July,  October,  January,  and Apr i l .  I f  the deceased was 
receiv ing GST/HST credi t  payments,  we may st i l l  send out  a payment 
af ter  the date of  death because we are not  aware of  the death.  I f  th is  
happens,  you must  return the payment to us.  

Note 
I f  the deceased was receiv ing the Newfoundland Harmonized Sales 
Tax Credi t  (NHSTC) or  the Saskatchewan Sales Tax Credi t  (SSTC),  
which we administer ,  you do not  need to take any fur ther  act ion.  We 
wi l l  use the informat ion provided for  the GST/HST credi t  payments 
to adjust  the NHSTC or  the SSTC. 
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What i f  the deceased was single and received the GST/HST credit? 

I f  a  s ingle person d ies in a month before we send a quarter ly  
GST/HST credi t  payment,  no one e lse can receive the payment.  We 
cannot  make any more payments e i ther  in  that  person's name or  to the 
estate.  

I f  a  s ingle person d ies dur ing or  a f ter  a month in which we issue the 
credi t  and the payment has not  been cashed,  return i t  to  us so that  we 
can send the payment to the person's estate.  

I f  the deceased had chi ldren for  whom he or  she was receiv ing the 
GST/HST credi t ,  the new caregiver  should contact  us as he or  she 
may qual i fy  to receive GST/HST credi t  payments for  these chi ldren.  

What i f  the deceased's GST/HST credit  is for the deceased and his 
or her spouse or common-law partner? 

I f  the deceased had a spouse or  common- law partner ,  that  person may 
be e l ig ib le to receive the GST/HST credi t  payments based on h is  or  
her  net  income alone.  I f  the deceased's GST/HST credi t  inc luded a 
c la im for  that  spouse or  common- law partner ,  he or  she should:  
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• contact  us and ask to receive the GST/HST credi t  payment for  the 
remainder of  the year for  h imsel f  or  hersel f  and any chi ldren,  i f  
appl icable;  and 

• f i le  an income tax and benef i t  re turn for  the appl icable previous 
year i f  he or  she has not  a l ready done so.  

What i f  the surviving spouse's or common-law partner 's GST/HST 
credit  included a claim for the deceased? 

I f  the surv iv ing spouse's or  common- law partner 's  GST/HST credi t  
inc luded an amount  for  the deceased,  the payments wi l l  be 
recalculated based on h is  or  her  net  income alone and wi l l  only  
inc lude a c la im for  h imsel f  or  hersel f  and any ch i ldren,  i f  appl icable.  

What i f  the deceased is an el igible chi ld? 

Ent i t lement  to GST/HST credi t  payments for  a deceased chi ld  s tops 
the quarter  af ter  the chi ld 's  date of  death.  You should not i fy  us of  the 
date of  death so that  we can update our  records.  
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For  more informat ion on what  s teps to take regarding receipt  of  the 
GST/HST credi t  or  the Canada Chi ld Tax Benef i t ,  see Informat ion 
Sheet  RC4111,  WHAT TO DO FOLLOWING A  DEATH.  

Clearance certif icate 
As the legal  representat ive,  you may want  to get  a c learance 
cer t i f icate before you d is t r ibute any property under your contro l .  
A c learance cer t i f icate cer t i f ies that  a l l  amounts for  which the 
deceased is  l iab le to us have been paid,  or  that  we have accepted 
secur i ty  for  the payment.  I f  you do not  get  a cer t i f icate,  you can be 
l iable for  any amount  the deceased owes.  A cer t i f icate covers a l l  tax 
years to the date of  death.  I t  is  not  a c learance for  any amounts a 
t rust  owes.  I f  there is  a t rust ,  a separate c learance cer t i f icate is  
needed for  the t rust .  

To request  a cer t i f icate,  complete Form TX19,  ASKING FOR A  
CLEARANCE CERTIF ICATE,  and send i t  to  the Assistant  Director ,  Audi t ,  
a t  your  tax serv ices of f ice.  Do not  inc lude Form TX19 wi th a return.  
Send i t  only after  you have received the not ices of  assessment for  a l l  
the returns f i led and paid or  secured a l l  amounts owing.  You can f ind 
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the mai l ing address of  your  tax serv ices of f ice f rom our Web s i te at  
www.cra.gc.ca/contact.  

I f  you need more informat ion about  c learance cer t i f icates,  cal l  
1-800-959-8281.  You can a lso see Informat ion Circular  82-6,  
CLEARANCE CERTIF ICATE.  

Getting started 
This sect ion covers the informat ion you may need to prepare the 
return.  

• Determine the deceased person's income f rom al l  sources.  You can 
do th is  by:  

–  checking previous year returns to get  the names of  employers 
and investment  companies the deceased may have received 
income f rom in the past ;  

–  checking safety deposi t  boxes for  addi t ional  sources of  income 
and benef i ts ;  
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–  contact ing payers such as employers,  banks,  t rust  companies,  
s tock brokers,  and pension p lan managers;  

–  get t ing informat ion s l ips f rom payers ( for  example,  a T4,  
STATEMENT OF REMUNERATION PAID,  f rom an employer,  or  a T5,  
STATEMENT OF INVESTMENT INCOME, f rom a bank or  t rust  
company);  and 

–  contact ing the nearest  Income Secur i ty  Programs Off ice of  
Human Resources and Socia l  Development Canada i f  the 
deceased was receiv ing Canada Pension Plan benef i ts  or  was 
65 years or  o lder  and in receipt  of  Old Age Secur i ty  pension,  and 
you do not  have a T4A(P) s l ip  or  T4A(OAS) s l ip .  

Even i f  you cannot  get  the s l ips,  you st i l l  have to report  the income 
f rom al l  sources on e i ther  the f inal  or  the opt ional  returns.  We 
expla in opt ional  returns in Chapter  3,  beginning on page 76 [15] .  
You can a lso c la im any re lated deduct ions as out l ined in Chart  1 on 
page 128 [26] .  I f  a  s l ip  is  not  avai lable,  ask the payer to g ive you a 
note that  shows the income and deduct ions.  At tach th is  note to the 
return.  I f  you cannot  get  a note f rom the payer,  est imate the income 
and deduct ion amounts.  For  example,  you can use pay stubs to 
est imate employment income and the amounts deducted for  Canada 
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Pension Plan or  Quebec Pension Plan contr ibut ions,  registered 
pension p lan contr ibut ions,  Employment Insurance premiums, union 
dues,  and income tax.  At tach a note to the return g iv ing the 
amounts and the payer 's  name and address.  I f  possib le,  a lso at tach 
a photocopy of  the pay stubs.  

• Get the tax package for  the province or  terr i tory where the 
deceased l ived at  the t ime of  death.  You wi l l  need a T1 GENERAL 
INCOME TAX AND BENEFIT  RETURN to report  commission,  par tnership,  
renta l ,  or  sel f -employment income, and capi ta l  gains,  or  to c la im 
deduct ions for  at tendant  care expenses,  secur i ty  opt ions 
deduct ions,  and non-capi ta l  and capi ta l  losses of  other  years.  

• Get any other  guides,  in format ion c i rculars,  in terpretat ion bul le t ins,  
and forms that  you may need.  See page 154 [29]  for  a l is t  of  a l l  the 
forms and publ icat ions referred to in  th is  guide.  

• Prepare and f i le  a f inal  return and any opt ional  returns.  For  
in format ion on how to prepare a f inal  return,  see Chapter  2,  
beginning on page 35 [8] .  For  in format ion on opt ional  returns,  see 
Chapter  3,  beginning on page 76 [15] .  
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• You may have to f i le  a T3 TRUST INCOME TAX AND INFORMATION 
RETURN, in  addi t ion to a f inal  return.  For  example,  some of  the 
amounts an employer pays are income for  the estate.  Look for  
estate amounts in box 18 or  28  of  the T4A s l ip .  See Chart  2 on 
page 151 [28] .  

• When you have received the NOTICE OF ASSESSMENT for  a l l  required 
returns,  you can apply for  a c learance cer t i f icate.  See the sect ion 
cal led "Clearance cer t i f icate" on page 27 [ th is  page] .  

Common questions and answers 
Here are some common quest ions and answers you may want  to look 
at  before you read th is  guide.  

Q.  Can I  deduct  funeral  expenses,  probate fees,  or  fees to administer  
the estate? 

A.  No.  These are personal  expenses and are cannot  be deducted.  
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Q.  Who reports  a death benef i t  that  an employer pays? 

A.  That  depends on who received the death benef i t .  A death benef i t  
is  income of  e i ther  the estate or  benef ic iary that  receives i t .  Up to 
$10,000 of  the tota l  of  a l l  death benef i ts  paid (other  than CPP or  
QPP death benef i ts)  is  not  taxable.  I f  the benef ic iary received the 
death benef i t ,  see l ine 130 in the GENERAL INCOME TAX AND 
BENEFIT  GUIDE or  the guide that  came wi th the benef ic iary 's  return.  
I f  the estate received the death benef i t ,  see the T4013,  T3 TRUST 
GUIDE.  

Q.  On what  return do I  report  Canada Pension Plan (CPP) or  Quebec 
Pension Plan (QPP) death benef i ts  for  the estate of  the deceased? 

A.  A CPP or  QPP death benef i t  can be reported e i ther  on the tax 
return of  the rec ip ient  benef ic iary  of  the deceased person's estate,  
or  on a T3 TRUST INCOME TAX AND INFORMATION RETURN, for  the 
estate of  the deceased.  I f  the estate then pays the death benef i t  
to  the benef ic iary,  a T3 s l ip  wi l l  be issued in the benef ic iary 's  
name. The amount  of  the CPP or  QPP death benef i t  is  shown in 
box 18 of  Form T4A(P),  STATEMENT OF CANADA PENSION PLAN 
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BENEFITS.  Do not  report  the amount  on the deceased's return.  
Unl ike a death benef i t  that  an employer may pay to the estate or  
to a named benef ic iary,  th is  benef i t  is  not  e l ig ib le for  the $10,000 
death benef i t  exempt ion.  You have to report  a l l  o ther  CPP or  QPP 
benef i ts  on the deceased's return.  For  deta i ls  see l ine 114 on 
page 46 [10] .  

Q.  Who reports amounts an employer  pays for  vacat ion and unused 
s ick leave? 

A.  Vacat ion pay is  income of  the deceased person and can be 
reported on a return for  r ights or  th ings.  See page 78 [16]  for  more 
informat ion.  Payment for  unused s ick leave is  considered a death 
benef i t  and is  income of  the estate or  benef ic iary that  receives i t .  
For  deta i ls ,  see Interpretat ion Bul let in  IT-508,  DEATH BENEFITS.  

Q.  I f  the deceased person was paying tax by insta lments,  do I  have to 
cont inue making those insta lment  payments? 

A.  No.  The only insta lments we require are those that  were due 
before the date of  death but  not  paid.  



–  34  –  

Q.  Why do I  have to return the deceased person's GST/HST credi t? 

A.  The amount  of  the GST/HST credi t  payment is  based on the 
previous year 's  return.  Since the payments are an advance on 
purchases for  the current  year,  you have to return GST/HST credi t  
payments that  were paid to the deceased af ter  h is  or  her  death.  
I f  the deceased was s ingle and the estate is  ent i t led to the 
payment,  another  cheque payable to the estate wi l l  be issued.  

Q.  What do I  do i f  the deceased person was receiv ing the Canada 
Chi ld Tax Benef i t  (CCTB) and/or  Universal  ch i ld  Care Benef i t  
(UCCB)? 

A.  Contact  us and provide us wi th the date of  death.  I f  the deceased 
person was receiv ing CCTB and/or  UCCB payments (which could 
inc lude payments f rom re lated provinc ia l  or  terr i tor ia l  ch i ld  benef i t  
and credi t  programs) for  a chi ld  and the surv iv ing spouse or  
common- law partner  is  the chi ld 's  parent  we wi l l  usual ly  t ransfer  
the CCTB and/or  UCCB payments to that  person.  I f  anyone else,  
other  than the parent ,  is  now pr imar i ly  responsib le for  the chi ld ,  
they wi l l  have to complete and submit  Form RC66, CANADA CHILD 
TAX BENEFIT  APPLICATION,  to request  CCTB payments for  the chi ld .  
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Chapter 2 – Final return 
This chapter  expla ins how to complete and f i le  the f inal  return.   

On the f inal  return,  report  a l l  o f  the deceased's income f rom January 1 
of  the year of  death,  up to and inc luding the date of  death.  Report  
income earned af ter  the date of  death on a T3 TRUST INCOME TAX AND 
INFORMATION RETURN.  To f ind out  what  income to report  on the 
T3 return,  see Chart  2 on page 151 [28] .  For  more informat ion,  see 
the T4013,  T3 TRUST GUIDE.  

Tax t ip 
In  addi t ion to the f inal  return,  you can choose to f i le  up to three 
opt ional  returns for  the year of  death.  Informat ion about  the 
deceased's income sources wi l l  help you determine i f  you can f i le  
any of  these opt ional  returns.  

You do not  have to f i le  any of  the opt ional  returns.  However,  by f i l ing 
one or  more of  the returns,  you may reduce or  e l iminate tax that  you 
would otherwise have to pay for  the deceased.  
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You do not  report  the same income on both the f inal  and an opt ional  
return.  However,  you can c la im cer ta in credi ts  and deduct ions on 
more than one return.  There may be a tax advantage i f  you f i le  one  
or  more of  the opt ional  returns in addi t ion to the f inal  return.  For   
more deta i ls ,  see "Chapter  3 – Opt ional  returns,"  beginning on  
page 76 [15] ,  and Chart  1 on page 128 [26] .  

What date is the final return due? 
General ly ,  the f inal  return is  due on or  before the fo l lowing dates:  

Period when death occurred Due date for the return 

January 1 to October 31 Apr i l  30 of  the fo l lowing year 

November 1 to December 31 Six months af ter  the date of  
death 

I f  the deceased or  the deceased's spouse or  common- law partner  was 
carry ing on a business in 2006 (unless the expendi tures of  the 
business are main ly  in  connect ion wi th a tax shel ter) ,  the fo l lowing 
due dates apply:  
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Period when death occurred Due date for the return 

January 1 to December 15 June 15 of  the fo l lowing year 

December 16 to December 31 Six months af ter  the date of  
death 

Tax t ip 
Previous year return  –  A person may die af ter  December 31,  2006,  
but  on or  before the f i l ing due date for  h is  or  her  2006 return.  I f  he 
or  she has not  f i led that  return,  the due date for  f i l ing the return and 
paying any balance owing is  s ix  months af ter  the date of  death.  For  
previous year returns that  are a l ready due but  were not  f i led by the 
deceased,  the due dates for  f i l ing those returns as wel l  as payment 
of  any re lated taxes owing remain the same. 

The deceased's wi l l  or  a court  order  may set  up a testamentary  
spousal  or common-law partner trust.  When testamentary debts of  
the deceased or  the estate are being handled through the t rust ,  the 
due date for  the f inal  return is  extended to 18 months af ter  the date of  
death.  We def ine testamentary spousal  or common-law partner 
trust  and testamentary debts  in  the Glossary,  beginning on 
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page 11 [4] .  However,  you have to  pay any taxes owing on the f inal  
return by the due date shown in the sect ion cal led "What is  the due 
date for  a balance owing?" on page 39 [9] .  

Note 
I f  a  person d ies in 2007,  the legal  representat ive may choose to f i le  
the f inal  return at  any t ime af ter  the date of  death and the returns 
wi l l  general ly  be processed at  that  t ime as a serv ice to the estate.  
In these cases,  the returns wi l l  general ly  be processed using tax 
legis lat ion appl icable to the 2006 tax year.  The legal  representat ive 
can then request  a reassessment of  the return in the fo l lowing year 
(2008) to apply any tax changes int roduced for  the 2007 tax year.  

What happens if  you fi le the final return late? 
I f  you f i le  the f inal  return late and there is  a balance owing,  we wi l l  
charge a late- f i l ing penal ty .  We wi l l  a lso charge you interest  on both 
the balance owing and any penal ty .  The penal ty  is  5% of  any balance 
owing,  p lus 1% of  the balance owing for  each fu l l  month that  the 
return is  la te,  to  a maximum of  12 months.  The late- f i l ing penal ty  may 



–  39  –  

be h igher i f  we charged a late- f i l ing penal ty  on a return for  any of  the 
three previous years.  

Tax t ip 
Even i f  you cannot  pay the fu l l  amount  owing by the due date,  you 
can avoid th is  penal ty  by f i l ing the return on t ime.  

In cer ta in s i tuat ions,  we may cancel  th is  penal ty  and interest  i f  you 
f i le  the return late because of  c i rcumstances beyond your contro l .  
I f  th is  happens,  inc lude a let ter  wi th  the return expla in ing why you 
f i led the return late.  For  more informat ion,  see Informat ion 
Circular  92-2,  GUIDEL INES FOR THE CANCELLATION AND WAIVER OF 
INTEREST AND PENALTIES.  

What is the due date for a balance owing? 
The due date for  a balance owing on a f inal  return depends on the 
date of  death.  
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Period when death occurred Due date for the amount owing 

January 1 to October 31 Apr i l  30 of  the fo l lowing year 

November 1 to December 31 Six months af ter  the date of  
death 

I f  you do not  pay the amount  in  fu l l ,  we wi l l  charge compound dai ly  
in terest  on the unpaid amount  f rom the day af ter  the due date to the 
date you pay the amount  owing.  

In some cases,  you can delay paying par t  of  the amount  due.  For  
instance,  you can delay paying par t  of  the amount  owing f rom r ights 
or  th ings (see page 82 [16]  )  and the deemed disposi t ion of  capi ta l  
property (see page 116 [22]  ) .  

How to complete the final return 
In  th is  sect ion,  we cover the most  common l ines on a deceased 
person's return.  For  more informat ion on these and other  l ines on a 
return,  see the guide that  came wi th the deceased's return.  I f  the 
types of  income you want  to report ,  or  the deduct ions or  credi ts  you 
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want  to c la im, are not  on the return that  you have,  get  a General  
income tax and benef i t  package.  You cannot  use a T1S-C, CREDIT   
AND BENEFIT  RETURN,  to complete a return for  a deceased person.  

Identi f icat ion 

In  th is  area of  the return:  

• Write "The Estate of  the Late"  before the name of  the deceased.  

• Give your address as the return address.  

• Ensure the province or  terr i tory of  res idence on December 31 is  the 
one where the deceased was l iv ing at  the date of  death.  

• Check the box that  appl ies to the deceased's mar i ta l  s tatus at  the 
t ime of  death.  

• Enter  the date of  death on the proper l ine.  

I f  you use the personal  label  provided wi th the return,  make sure the 
informat ion on the label  is  correct .  At tach the label  to the return.  



–  42  –  

Goods and services tax/harmonized sales tax (GST/HST) credit  

Since there is  no GST/HST credi t  based on the year of  death,  do not  
complete the GST/HST credi t  area when you f i le  the f inal  return.  

Foreign income 

I f  the deceased earned fore ign income or  owned or  held fore ign 
property at  any t ime in 2006,  see the "Foreign income" sect ion in the 
guide that  came wi th the deceased's return.  

Total  income 

Report  amounts that  are paid regular ly ,  even i f  the person d id not  
receive them before he or  she d ied.  Some examples of  these amounts 
are salary,  in terest ,  rent ,  royal t ies,  and most  annui t ies.  These 
amounts usual ly  accumulate in equal  dai ly  amounts for  the t ime they 
are payable.  For  more informat ion,  see Interpretat ion Bul let in  IT-210,  
INCOME OF DECEASED PERSONS – PERIODIC  PAYMENTS AND INVESTMENT 
TAX CREDIT.  

There are two types of  amounts that  do not  accumulate in equal  dai ly  
amounts:  
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• certa in amounts receivable by the deceased,  but  not  payable to the 
deceased on or  before the date of  death;  and 

• amounts f rom some annui ty  contracts that  we consider  to have been 
d isposed of  on death.  

For  more informat ion about  amounts  receivable on or  before the date 
of  death,  see the sect ion cal led "1.  Return for  r ights or  th ings" on 
page 78 [16] .  

Amounts an employer pays to the deceased person's estate 

There may be amounts that  an employer wi l l  pay to a deceased 
employee's estate.  For  these amounts,  an employer wi l l  usual ly  
complete a T4 or  T4A s l ip .  

Some of  the amounts an employer pays wi l l  be par t  of  the deceased's 
employment income for  the year of  death.  Report  these amounts on 
the f inal  return.  The amounts are employment income for  the year of  
death even i f  they are received in a year af ter  the year of  death.  
Box 14 of  the T4 s l ip  should inc lude the fo l lowing amounts:  
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• salary or  wages ( inc luding overt ime) f rom the end of  the last  pay 
per iod to the date of  death;  

• salary or  wages ( inc luding over t ime) for  a pay per iod f in ished 
before the date of  death,  but  paid af ter  death;  and 

• payment for  vacat ion leave earned but  not  taken.  

The employer may change any of  these amounts la ter  because of  an 
agreement or  promot ion.  I f  the document that  a l lows the change was 
s igned before the date of  death,  report  these addi t ional  amounts on 
the f inal  return.  However,  i f  the document was s igned after the date 
of  death,  the addi t ional  amounts are not  taxable (see Chart  3 on 
page 153 [28]  ) .  

Some of  these amounts may be r ights or things,  and you may be 
able to report  them on an opt ional  return.  For  deta i ls ,  see the sect ion 
cal led "1.  Return for  r ights or  th ings"  on page 78 [16] .  Some of  the 
amounts an employer pays are income for  the estate and should be 
reported on a T3 TRUST INCOME TAX AND INFORMATION RETURN.  See 
Chart  2 on page 151 [28] .  
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Lines 101 to 104 – Employment income 

Report  a l l  sa lary,  wages,  or  commissions received f rom January 1 to 
the date of  death.  Also inc lude amounts that  accumulate f rom the star t  
of  the pay per iod in which the employee d ied to the date of  death.  

I f  the commissions are for  a sel f -employed salesperson,  see guide 
T4002,  BUSINESS AND PROFESSIONAL INCOME, to determine how to 
report  the commission income and c la im expenses.  

Line 113 – Old Age Security pension 

Report  the amounts f rom box 18 of  the deceased's T4A(OAS) s l ip .  
A payment received af ter  the date of  death for  the month in which the 
indiv idual  d ied may be reported on the f inal  return or  on a r ights or  
th ings return.  

Do not report  on l ine 113 the amount  in  box 21 of  the T4A(OAS) s l ip .  
Report  th is  amount  on "L ine 146 – Net  federal  supplements."  You may 
be able to c la im a deduct ion for  th is  amount  on "L ine 250 – Other 
payments deduct ion."  
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Note 
I f  the deceased's net  income before adjustments ( l ine 234) is  more 
than $62,144,  a l l  or  par t  of  the OAS benef i ts  may have to be repaid.  
For  deta i ls ,  see l ine 235 in the GENERAL INCOME TAX AND BENEFIT  
GUIDE,  or  the SPECIAL  INCOME TAX AND BENEFIT  GUIDE.  

Line 114 – CPP or QPP benefi ts 

Report  the tota l  Canada Pension Plan (CPP) or  Quebec Pension Plan 
(QPP) benef i ts  in  box 20 of  the deceased's T4A(P) s l ip ,  minus  any 
amount  in  box 18.  The amount  in  box 20 is  the tota l  of  the amounts in  
boxes 14 to 18.  A payment received af ter  the date of  death for  the 
month in which the indiv idual  d ied may be reported on the f inal  return 
or  on a r ights and th ings return.  

Do not report  a  CPP or  QPP death benef i t  shown in box 18 on the 
f inal  return.  This amount  wi l l  be reported e i ther  by the rec ip ient  
benef ic iary of  the deceased person's estate on h is  or  her  return,  or  on 
a T3 TRUST INCOME TAX AND INFORMATION RETURN for  the estate.  I f  the 
deceased received a lump-sum CPP or  QPP benef i t ,  or  a CPP or  QPP 
disabi l i ty  benef i t ,  see l ine 114 in the GENERAL INCOME TAX AND 
BENEFIT  GUIDE,  or  the SPECIAL  INCOME TAX AND BENEFIT  GUIDE.  
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Line 115 – Other pensions or superannuation 

Report  any other  pensions or  superannuat ion the deceased received 
f rom January 1 to the date of  death (box 16 on T4A s l ips and box 31 
on T3 s l ips) .  

I f  the deceased received annui ty  or  registered ret i rement income fund 
(RRIF) payments,  inc luding l i fe  income fund (LIF)  payments,  for  the 
per iod f rom January 1 to the date of  death,  report  that  income on the 
f inal  return.  I f  the deceased was 65 or  o lder ,  report  the RRIF income 
on l ine 115.  Also report  the RRIF income on l ine 115 i f  the deceased 
was under 65 but  received the RRIF payments because h is  or  her  
spouse or  common- law partner  d ied.  In a l l  o ther  cases,  report  the 
RRIF income on l ine 130 of  the return.  For  more informat ion,  see the 
sect ion cal led " Income f rom a registered ret i rement income fund 
(RRIF)"  on page 54 [11] .  

I f  there is  a lump-sum amount  shown in box 18 of  the T4A s l ip  or  
box 22 of  the T3 s l ip ,  report  i t  on l ine 130.  
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Line 119 – Employment Insurance benefi ts 

Report  any Employment Insurance (EI)  benef i ts  the deceased received 
f rom January 1 to the date of  death (box 14 of  the T4E s l ip) .  I f  the 
deceased's net  income before adjustments ( l ine 234) is  more than 
$48,750,  par t  of  these benef i ts  may have to be repaid.  For  deta i ls ,  
see l ine 235 in the GENERAL INCOME TAX AND BENEFIT  GUIDE,  or  the 
SPECIAL  INCOME TAX AND BENEFIT GUIDE.  I f  the deceased repaid 
any EI  benef i ts  to Human Resources and Socia l  Development Canada,  
he or  she may be ent i t led to a deduct ion.  For  deta i ls ,  see l ine 232 in 
the GENERAL INCOME TAX AND BENEFIT  GUIDE.  

Lines 120 and 121 – Investment income 

Report  investment  income received f rom January 1 to the date of  
death.  This type of  income inc ludes d iv idends ( l ine 120) and interest  
( l ine 121).  Also inc lude the fo l lowing:  

• amounts earned f rom January 1 to the date of  death that  have not  
been paid;  
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• amounts earned f rom term deposi ts ,  guaranteed investment  
cer t i f icates (GICs),  and other  s imi lar  investments f rom the last   
t ime these amounts were pa id to the date of  death;  

• bond interest  earned f rom the last  t ime i t  was paid to the date of  
death,  i f  the deceased did not  report  i t  in  a previous year;  and  

• compound bond interest  that  accumulated to the date of  death,  i f  
the deceased did not  report  i t  in  a previous year.  

You can report  some types of  investment  income as r ights or  th ings.  
For  deta i ls ,  see the sect ion cal led "1.  Return for  r ights or  th ings" on 
page 78 [16] .  Report  in terest  that  accumulates af ter  the date of  death 
on a T3 TRUST INCOME TAX AND INFORMATION RETURN. 

Line 127 – Taxable capital  gains 

For in format ion about  th is  type of  income, see Chapter  4,  beginning 
on page 94 [19] .  
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Line 129 – RRSP income 

At the t ime of  death,  a person may have a registered ret i rement 
savings p lan (RRSP).  The RRSP may or  may not  have matured.  
Depending on the s i tuat ion,  the amount  you inc lude in the deceased's 
income can vary.  

Payments from a matured RRSP – A matured  RRSP is  one that  is  
paying ret i rement income, usual ly  in  monthly payments.  Report  
the RRSP payments the deceased received f rom January 1 to the 
date of  death on l ine 129.  

I f  the surv iv ing spouse or  common- law partner  is  the benef ic iary of  
the RRSP, as speci f ied in the RRSP contract ,  he or  she begins 
receiv ing the remaining annui ty  payments f rom the p lan.  The surv iv ing 
spouse or  common- law partner  has to report  the remaining payments 
as income on h is  or  her  return.  

I f  the surv iv ing spouse or  common- law partner  is  the benef ic iary of  
the estate,  that  person and the legal  representat ive can jo int ly  e lect ,  
in  wr i t ing,  to t reat  the amounts the RRSP paid to the estate as being 
paid to the spouse or  common- law partner .  At tach a copy of  the 



–  51  –  

wr i t ten e lect ion to the return of  the surv iv ing spouse or  common- law 
partner .  The e lect ion has to speci fy  that  th is  person is  e lect ing to 
become the annui tant  of  the RRSP. 

I f  the amounts f rom the RRSP are paid to a benef ic iary other  than the 
deceased's spouse or  common- law partner ,  see guide T4040,  RRSPS 
AND OTHER REGISTERED PLANS FOR RETIREMENT.  

Payments from an unmatured RRSP – General ly ,  an unmatured  
RRSP is  one that  does not  yet  pay ret i rement income. 

General ly ,  we consider  a deceased RRSP annui tant  to have received,  
immediate ly  before death,  an amount  equal  to the fa i r  market  value 
(FMV) of  a l l  the property of  the unmatured p lan at  the t ime of  death.  
The FMV of  the property  is  shown in box 34 of  the T4RSP sl ip  issued 
to the deceased person.  You have to inc lude th is  amount  in  the 
deceased's income for  the year of  death.  

I f  a  T4RSP s l ip  showing the FMV of  the p lan at  the t ime of  death is  
issued in the deceased's name, you may be able to reduce the amount  
you inc lude in the deceased's income. For deta i ls ,  see Informat ion 
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Sheet  RC4177,  DEATH OF AN RRSP ANNUITANT,  and guide T4040,  
RRSPS AND OTHER REGISTERED PLANS FOR RETIREMENT.  

I f  al l  o f  the property held in  the RRSP is  to be paid to the surv iv ing 
spouse or  common- law partner ,  and that  payment is  d i rect ly  
t ransferred to h is  or  her  RRSP, RRIF,  or  to an issuer to buy the 
surv iv ing spouse or  common- law partner  an e l ig ib le annui ty  (as 
speci f ied in the RRSP contract)  before  the end of  the year fo l lowing 
the year of  death,  a T4RSP sl ip  wi l l  not  be issued in the deceased's 
name. In th is  case,  the surv iv ing spouse or  common- law partner  has 
to report  the payment on h is  or  her  return and c la im a deduct ion equal  
to the amount  t ransferred.  

I f  the amounts f rom the RRSP are paid to a benef ic iary other  than the 
deceased's spouse or  common- law partner ,  see guide T4040,  RRSPS 
AND OTHER REGISTERED PLANS FOR RETIREMENT.  

Home Buyers'  Plan (HBP)  – The deceased may have par t ic ipated in 
the HBP. I f  so,  the deceased would have made a wi thdrawal  f rom his 
or  her  RRSP and may have been making repayments to the RRSP. In 
th is  case,  inc lude on l ine 129 the tota l  of  a l l  amounts that  remain to 
be repaid at  the t ime of  death.  Any RRSP contr ibut ions that  the 
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deceased made in the year of  h is  or  her  death can be designated as a 
repayment.  

However,  you do not  have to report  these amounts when the legal  
representat ive and the surv iv ing spouse or  common- law partner  jo int ly  
e lect  to have the surv iv ing spouse or  common- law partner  cont inue to 
make the repayments.  For  more informat ion,  see guide RC4135,  HOME 
BUYERS'  PLAN (HBP).  

Lifelong Learning Plan (LLP) – The deceased may have par t ic ipated 
in the LLP. I f  so,  the deceased would have made a wi thdrawal  f rom 
his or  her  RRSP and may have been making repayments to the RRSP. 
Treatment  of  these amounts is  the same as wi th the Home Buyer 's  
Plan,  and a s imi lar  e lect ion is  avai lable.  For  more informat ion,  see 
guide RC4112,  L IFELONG LEARNING PLAN (LLP).  

Line 130 – Other income 

Use th is  l ine to report  taxable income not  reported anywhere e lse on 
the return.  Ident i fy  the type of  income you are report ing in the space 
to the lef t  o f  l ine 130.  We discuss some of  the types of  income you 
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report  on th is  l ine below. For  more informat ion,  see l ine 130 in the 
guide that  came wi th the deceased's return.  

Death benefi ts (other than Canada or Quebec Pension Plan death 
benefi ts)  – A death benef i t  is  an amount  received af ter  a person's 
death for  that  person's employment serv ice.  I t  is  shown in box 28 of  
the T4A s l ip  or  box 26 of  the T3 s l ip .  A death benef i t  payable in  
respect  of  the deceased person is  not  reported on the f inal  return for  
the deceased;  rather ,  i t  is  income of  the estate or  the benef ic iary that  
receives i t .  Up to $10,000 of  the to ta l  of  a l l  death benef i ts  paid may 
not  be taxable.  For  more informat ion,  see l ine 130 in the guide that  
came wi th the deceased's return or  Interpretat ion Bul let in  IT-508,  
DEATH BENEFITS.  

Income from a registered ret irement income fund (RRIF)  –When a 
person d ies,  he or  she may have a RRIF.  Depending on the s i tuat ion,  
the amount  you inc lude in the deceased's income can vary.  

I f  the deceased received payments f rom a RRIF for  the per iod f rom 
January 1 to the date of  death,  report  that  income on the f inal  return.  
I f  the deceased was 65 or  o lder ,  or  i f  the deceased was under 65  
and received the RRIF payments due to the death of  h is  or  her   
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spouse or  common- law partner ,  see "L ine 115 – Other pensions or  
superannuat ion"  on page 47 [10] .  In  a l l  o ther  cases,  report  the RRIF 
income on l ine 130.  

I f  the annui tant  made a wr i t ten e lect ion in the RRIF contract  or  in  the 
wi l l  to  have the RRIF payments cont inue to h is  or  her  spouse or  
common- law partner  af ter  death,  that  person becomes the annui tant  
and wi l l  s tar t  to  get  the RRIF payments as the new annui tant .  

I f  the annui tant  d id not  e lect  in  wr i t ing to have the RRIF payments 
cont inue to h is  or  her  spouse or  common- law partner ,  that  person can 
st i l l  become the annui tant  of  the RRIF af ter  the annui tant 's  death.  
This is  the case i f  the legal  representat ive consents to the deceased's 
spouse or  common- law partner  becoming the annui tant ,  and the RRIF 
carr ier  agrees to cont inue the payments under the deceased 
annui tant 's  RRIF to the surv iv ing spouse or  common- law partner .  

A T4RIF s l ip  wi l l  not  be issued in  the deceased person's name for  the 
fa i r  market  value (FMV) of  the proper ty at  the t ime of  death i f  a l l  o f  
the three fo l lowing condi t ions exist :  
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• al l  o f  the property held by the RRIF is  to be paid to the surv iv ing 
spouse or  common- law partner  (as speci f ied in the RRIF contract) ;  

• the entire  e l ig ib le amount  of  the designated benef i t  is  d i rect ly  
t ransferred to the surv iv ing spouse's or  common- law partner 's  
RRIF,  RRSP, or  to an issuer to buy an e l ig ib le annui ty  for  the 
surv iv ing spouse or  common- law partner ;  and 

• al l  the RRIF property is  d is t r ibuted before  the end of  the year  
fo l lowing the year of  death.  

In th is  case,  the surv iv ing spouse or  common- law partner  wi l l  receive 
a T4RIF s l ip  and has to report  the payment on h is  or  her  return and is  
e l ig ib le to c la im a deduct ion equal  to the amount  d i rect ly  t ransferred.  

For  a l l  o ther  s i tuat ions,  we consider  that  the deceased received,  
immediate ly  before death,  an amount  equal  to the FMV of  the p lan at  
the t ime of  death.  The FMV of  the property is  shown in box 18 of  the 
T4RIF s l ip  issued in the deceased's  name. Inc lude th is  amount  in  the 
deceased's income for  the year of  death.  However,  you may be able to 
reduce the amount  you inc lude in income. For deta i ls ,  see Informat ion 
Sheet  RC4178,  DEATH OF A  RRIF ANNUITANT,  and guide T4040,  RRSPS 
AND OTHER REGISTERED PLANS FOR RETIREMENT.  
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Lines 135 to 143 – Self-employment income 

I f  the deceased had sel f -employment income, report  the gross and net  
income or  loss on the appropr iate l ine.  For  more informat ion,  see 
l ines 135 to 143 in the GENERAL INCOME TAX AND BENEFIT  GUIDE.  

Reserves in the year of  death  –  Somet imes,  when a property is  sold,  
some of  the proceeds are not  payable unt i l  a f ter  the year of  sa le.  
Simi lar ly ,  a sel f -employed person may have amounts that  he or  she 
wi l l  receive in a la ter  year  for  work done th is  year.  An example is  for  
work in progress.  

Usual ly ,  a person can deduct  f rom income the par t  of  the proceeds 
that  are not  payable unt i l  a  la ter  year.  This is  cal led a reserve.  

In most  cases,  you cannot  deduct  a reserve in the year of  death.  
However,  there may be a t ransfer  to a spouse or  common- law partner ,  
or  spousal  or  common- law partner  t rust  of  the r ight  to receive the 
proceeds of  d isposi t ion or  the income owing.  When th is  happens,  the 
legal  representat ive and the benef ic iary can choose to c la im a reserve 
on the deceased's return.  To do th is ,  complete Form T2069,  ELECTION 



–  58  –  

IN  RESPECT OF AMOUNTS NOT DEDUCTIBLE AS RESERVES FOR THE YEAR 
OF DEATH,  and at tach a copy to  the deceased's return.  

This choice is  avai lable only i f  the deceased was a res ident  of  Canada 
r ight  before death.  For  a t ransfer  to  a spouse or  common- law partner ,  
that  person a lso has to have been a res ident  of  Canada r ight  before 
the deceased's death.  For  a t ransfer  to a spousal  or  common- law 
partner  t rust ,  the t rust  has to be res ident  in  Canada r ight  af ter  the 
proceeds or  income become locked- in for  the t rust .  We def ine 
locked-in  in  the Glossary on page 16 [5] .  

The spouse or  common- law partner ,  or  spousal  or  common- law partner  
t rust  inc ludes in income an amount  equal  to the reserve that  is  on 
Form T2069.  This income has to be inc luded on the return for  the f i rs t  
tax year af ter  death.  You have to at tach a copy of  Form T2069 to that  
return.  

Lines 144 to 146 – Other types of  income 

Report  the deceased's workers '  compensat ion benef i ts ,  socia l  
ass is tance payments,  and net  federal  supplements on the appropr iate 
l ine.  For  deta i ls ,  see the guide that  came wi th  the deceased's return.  
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Net income 

Line 208 – RRSP deduction 

Use th is  l ine to deduct  registered ret i rement savings p lan (RRSP) 
contr ibut ions the deceased made before h is  or  her  death.  These 
inc lude contr ibut ions to both the deceased's RRSPs and the 
deceased's spouse or  common- law partner 's  RRSPs, but  do not  
inc lude repayments under a Home Buyers '  Plan or  L i fe long Learning 
Plan descr ibed on page 52 [11] .  

Af ter  a person d ies,  no one can contr ibute to the deceased person's 
RRSPs. However,  the deceased indiv idual 's  legal  representat ive can 
make contr ibut ions to the surv iv ing spouse's or  common- law partner 's  
RRSPs in the year of  death or  dur ing the f i rs t  60 days af ter  the end of  
that  year .  

The amount  you can deduct  on the deceased's return for  2006 is  
usual ly  based on the deceased's 2006 RRSP deduct ion l imi t .  You can 
a lso deduct  amounts for  contr ibut ions the deceased made for  cer ta in 
income the deceased received and t ransferred to an RRSP. 
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For  more informat ion,  see guide T4040,  RRSPS AND OTHER 
REGISTERED PLANS FOR RETIREMENT.  For  in format ion on other  
deduct ions the deceased may be ent i t led to ( l ine 207 and l ines 209 
to 235),  see the GENERAL INCOME TAX AND BENEFIT  GUIDE,  or  the guide 
that  came wi th the deceased's return.  

Taxable income 

Line 253 – Net capital  losses of  other years 

For in format ion about  these losses,  see Chapter  5,  beginning on 
page 116 [23] .  

For  in format ion on other  deduct ions the deceased may be ent i t led to 
( l ines 248 to 252 and l ines 254 to 256),  see the GENERAL INCOME TAX 
AND BENEFIT  GUIDE,  or  the guide that  came wi th the deceased's return.  

Federal  non-refundable tax credits 

Personal  amounts ( l ines 300 to 306) 

I f  the deceased was a res ident  of  Canada f rom January 1 to the date 
of  death,  c la im the fu l l  personal  amounts.  
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I f  the deceased was a res ident  of  Canada for  part  o f  the t ime f rom 
January 1 to the date of  death,  you may have to prorate the personal  
amounts.  To do so,  mul t ip ly  the personal  amount  by the number of  
days the deceased l ived in Canada and d iv ide the resul t  by the 
number of  days in the year.  The resul t  is  the amount  you can c la im on 
the deceased's return.  I f  the deceased immigrated to Canada in the 
year of  death,  see pamphlet  T4055,  NEWCOMERS TO CANADA.  I f  the 
deceased emigrated f rom Canada in  the year of  death,  see guide 
T4056,  EMIGRANTS AND INCOME TAX. 

The credi ts  we refer  to in  th is  sect ion are federal  credi ts ,  which are 
c la imed on Schedule 1,  FEDERAL TAX.  I f  the deceased was a res ident  
of  a province or  terr i tory other  than Quebec,  use the appropr iate form 
inc luded in the forms book to calculate h is  or  her  provinc ia l  or  
terr i tor ia l  tax credi ts .  For  more informat ion,  see the provinc ia l  or  
terr i tor ia l  pages in the deceased's forms book.  

Line 300 – Basic personal  amount 

Claim the fu l l  basic personal  amount  for  the year.  
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Line 301 – Age amount 

I f  the deceased was 65 or  o lder ,  and h is  or  her  net  income is  less 
than $57,377,  you can c la im al l  or  par t  of  the age amount .  The amount  
you can c la im wi l l  depend on the deceased's net  income for  the year.  
For  more informat ion,  see l ine 301 in the guide that  came wi th the 
deceased's return.  

Line 303 – Spouse or common-law partner amount 

I f  the net  income of  the spouse or  common- law partner  is  less than 
the base amount  for  the year (see l ine 303 in the guide that  came wi th 
the deceased's return) ,  you may be able to c la im al l  or  par t  of  th is  
amount .  Use the net  income of  the spouse or  common- law partner  for  
the whole year,  not  just  up to the deceased's date of  death.  

Line 305 – Amount for an el igible dependant 

I f  the deceased is  ent i t led to c la im th is  amount,  use the dependant 's  
net  income for  the whole year,  not  just  up to the deceased's date of  
death.  For  more informat ion,  see l ine 305 in the guide that  came wi th 
the deceased's return,  and complete the chart  for  l ine 305 on the 
FEDERAL WORKSHEET inc luded in the forms book.  
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Line 306 – Amount for inf irm dependants age 18 or older 

I f  the deceased is  ent i t led to c la im th is  amount,  use the dependant 's  
net  income for  the whole year,  not  just  up to the deceased's date of  
death.  For  more informat ion,  see l ine 306 in the GENERAL INCOME TAX 
AND BENEFIT  GUIDE.  

Line 314 – Pension income amount 

The deceased may have received e l ig ib le pension or  annui ty  income 
before the date of  death.  I f  th is  is  the case,  you may be able to c la im 
the pension income amount .  Under proposed legis lat ion,  for  2006 and 
future tax years,  the maximum amount  that  can be c la imed has been 
increased to $2,000.  For  more informat ion,  see l ine 314 in the guide 
that  came wi th the deceased's return,  and complete the chart  for  
l ine 314 on the FEDERAL WORKSHEEt  inc luded in the forms book.  

Line 315 – Caregiver amount 

You may be able to c la im th is  amount  i f  the deceased cared for  
cer ta in dependants.  See l ine 315 in the GENERAL INCOME TAX AND 
BENEFIT  GUIDE,  and complete the chart  for  l ine 315 on the FEDERAL 
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WORKSHEET inc luded in the forms book.  For  more informat ion,  see 
guide RC4064,  MEDICAL  AND DISABIL ITY-RELATED INFORMATION.  

Line 316 – Disabi l i ty amount ( for self )  

You can c la im a d isabi l i ty  amount i f  the deceased met cer ta in 
condi t ions.  For  more informat ion about  these condi t ions,  see l ine 316 
in the guide that  came wi th the deceased's return.  

Tax Tip 
I f  the deceased or  anyone else paid for  cer ta in e l ig ib le expenses,  
such as an at tendant  or  for  care in a nurs ing home or  other  
establ ishment because of  the deceased's impairment ,  i t  may be 
more benef ic ia l  to  c la im the amounts paid as medical  expenses 
instead of  the d isabi l i ty  amount .  In some c i rcumstances,  both 
amounts can be c la imed.  

For  more informat ion,  see the sect ion cal led "At tendant  care or  care 
in an establ ishment"  in  guide RC4064,  MEDICAL  AND DISABIL ITY-
RELATED INFORMATION,  and Interpretat ion Bul let in  IT-519,  MEDICAL 
EXPENSE AND DISABIL ITY  TAX CREDITS AND ATTENDANT CARE EXPENSE 
DEDUCTION.  
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Line 318 – Disabi l i ty amount transferred from a dependant 

I f  the deceased had a dependant  who is  ent i t led to c la im a d isabi l i ty  
amount ,  you may be able to c la im al l  or  a par t  of  the dependant 's  
d isabi l i ty  amount .  For  deta i ls ,  see l ine 318 in the GENERAL INCOME  
TAX AND BENEFIT  GUIDE,  and complete the chart  for  l ine 318 on the 
FEDERAL WORKSHEEt  inc luded in the forms book.  

Line 319 – Interest paid on your student loans 

You can c la im an amount  for  most  of  the interest  paid af ter  1997 on 
loans made to the deceased under the CANADA STUDENT LOANS ACT,  
the CANADA STUDENT FINANCIAL  ASSISTANCE ACT,  or  s imi lar  provinc ia l  
or  terr i tor ia l  government laws for  post-secondary educat ion.  Enter  the 
tota l  amount  shown on the receipts.  At tach the receipts to the return.  
For  more informat ion,  see the GENERAL INCOME TAX AND BENEFIT  GUIDE 
or  pamphlet  P105,  STUDENTS AND INCOME TAX. 

Line 326 – Amounts transferred from your spouse or common-law 
partner 

Somet imes there are amounts that  a spouse or  common- law partner  
does not  need to reduce h is  or  her  federal  income tax to zero.  In 
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these s i tuat ions,  you can t ransfer  the unneeded amounts to the 
deceased's f inal  return.  

Also,  the deceased may have amounts that  are not  needed to reduce 
h is  or  her  federal  tax to zero.  I f  th is  is  the case,  you can t ransfer  the 
unneeded amounts to the return of  the spouse or  common- law partner .  
However,  before you can do th is ,  you have to reduce the federal  tax 
to zero on the f inal  return you f i le  for  the deceased.  

For  e i ther  s i tuat ion,  you can t ransfer  the fo l lowing amounts:  

• the age amount  ( l ine 301),  i f  the spouse or  common- law partner  
was 65 or  o lder ;  

• the pension income amount  ( l ine 314);  

• the d isabi l i ty  amount  ( l ine 316);  and 

• 2006 tu i t ion,  educat ion,  and textbook amounts ( l ine 323) as 
designated by the student  (maximum $5,000).  

I f  you do t ransfer  any of  these amounts,  complete Schedule 2,  
FEDERAL AMOUNTS TRANSFERRED FROM YOUR SPOUSE OR COMMON-LAW 
PARTNER,  and at tach i t  to  the f ina l  return for  the deceased.   
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Line 330 – Medical  expenses for self ,  spouse or common-law 
partner,  and your dependent chi ldren born in 1989 or later 

You can c la im medical  expenses that  are more than the lower  o f :  

• $1,884;  or  

• 3% of  the deceased's tota l  net  income f rom l ine 236 of  al l  returns 
for  the year of  death.  

The expenses can be for  any 24-month per iod that  inc ludes the date 
of  death,  as long as no one has c la imed them on any other  return.  

At tach the receipts for  medical  expenses to the return.  

Note 
You may be able to c la im a credi t  o f  up to $1,000 i f  you have an 
amount  on l ine 215,  "Disabi l i ty  supports deduct ion,"  or  l ine 332,  the 
a l lowable por t ion of  medical  expenses.  Use the net  income f rom the 
deceased's f inal  return,  and the spouse's or  common- law partner 's  
net  income for  the ent i re year,  to  ca lculate th is  credi t .  For  deta i ls ,  
see l ine 452,  "Refundable medical  expense supplement,"  in  the 
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GENERAL INCOME TAX AND BENEFIT  GUIDE,  or  in  the SPECIAL  INCOME 
TAX AND BENEFIT  GUIDE.  

For  more informat ion on medica l  expenses,  see l ine 330 in the 
GENERAL INCOME TAX AND BENEFIT  GUIDE,  the SPECIAL  INCOME TAX 
AND BENEFIT  GUIDE,  or  the T1S-A INCOME TAX AND BENEFIT  GUIDE.  

Line 349 – Donations and gif ts 

Use th is  l ine to c la im char i table donat ions the deceased,  or  h is  or  her  
spouse or  common- law partner ,  made before the date of  death.  I f  you 
are using a T1 General  return,  complete Schedule 9,  DONATIONS AND 
GIFTS.  I f  you are us ing a T1 Specia l  or  T1S-A return,  calculate the 
a l lowable amount  on Schedule 1.  

Support  the c la ims for  donat ions and g i f ts  wi th of f ic ia l  receipts that  
the registered char i ty  or  other  qual i f ied donee has issued,  showing 
e i ther  the deceased's name, or  the deceased's spouse's or  
common- law partner 's  name. 

You can a lso c la im char i table donat ions made through the wi l l ,  as 
long as you support  the donat ions.  The type of  support  you have to 
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prov ide depends on when the registered char i ty  or  other  qual i f ied 
donee wi l l  receive the g i f t :  

• For g i f ts  that  wi l l  be received r ight  away,  provide an of f ic ia l  receipt .  

• For g i f ts  that  wi l l  be received later ,  provide a copy of  each of  the 
fo l lowing:  

–  the wi l l ;  

–  a let ter  f rom the estate to the char i table organizat ion that  wi l l  
receive the g i f t ,  advis ing of  the g i f t  and i ts  value;  and 

–  a let ter  f rom the char i table organizat ion acknowledging the g i f t  
and stat ing that  i t  wi l l  accept  the g i f t .  

You may be able to c la im a char i table donat ions tax credi t  for  a 
donat ion of  a d i rect  d is tr ibut ion of  proceeds to a qual i f ied donee f rom 
an RRSP ( inc luding a group RRSP),  RRIF,  or  l i fe  insurance pol icy 
( inc luding a group l i fe  insurance pol icy)  as a resul t  of  a benef ic iary 
designat ion.  The above does not  apply i f  the qual i f ied donee is  the 
pol icy holder  or  an assignee of  the deceased person's in terest  in  the 
pol icy.   
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The deceased may have donated amounts in  the f ive years before the 
year of  death.  As long as the deceased did not  c la im the amounts 
before,  you can c la im them in the year of  death.  Where par t  of  a 
donat ion has a l ready been c la imed,  at tach a note to the return g iv ing 
the amounts and the year or  years the donat ions were made.  Also,  
at tach any receipts that  were not  at tached to previous returns.  

Note 
Char i table donat ions cannot  be carr ied forward f rom a T1 return to a 
T3 return.  

The most  you can c la im is  the lower  o f :  

• under proposed legis lat ion,  the el igible amount of  the gif t (s)  
(def ined in the Glossary on page 15 [4]  )  donated in the year of  
death ( inc luding g i f ts  by wi l l ) ,  p lus the uncla imed port ion of  any 
g i f ts  made in the f ive years before the year of  death;  or  

• 100% of  the deceased's net  income ( l ine 236) on the return.  

Under proposed legis lat ion,  for  a g i f t  o f  property made to a qual i f ied 
donee ef fect ive 6:00 p.m. EST, on December 5,  2003,  specia l  ru les 
may apply to l imi t  the fa i r  market  value of  the property  g i f ted,  and 
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thereby l imi t  the e l ig ib le amount  of  the g i f t  that  can be used in 
comput ing the donat ion tax credi t  amount .  When the ru les apply,  the 
fa i r  market  value of  the donated property  wi l l  be deemed to be the 
lesser of  the property 's :  

• fa i r  market  value otherwise determined;  and 

• cost  (or  i ts  adjusted cost  base i f  i t  is  capi ta l  property) ,  at  the t ime 
the g i f t  was made.  

The l imi tat ion on the e l ig ib le amount  of  a g i f t  wil l  apply where:  

• the donated property was acquired under a g i f t ing arrangement that  
is  a tax shel ter ,  or  

• the property is  being g i f ted otherwise than as a consequence of  the 
taxpayer 's  death,  and the property was acquired less than three 
years,  or  in  some cases,  less than 10 years,  before making the g i f t .  

The l imi tat ion on the e l ig ib le amount  of  a g i f t  wi l l  not  apply to g i f ts  of :  

• inventory;  

• real  property or  an immovable property located in Canada;   
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• cert i f ied cul tura l  property 

• ecological ly  sensi t ive land ( inc luding a covenant ,  an easement,  or  
in  the case of  land in Quebec,  a real  serv i tude);  

• a share,  debt  obl igat ion,  or  r ight  l is ted on a prescr ibed stock 
exchange;   

• a share of  the capi ta l  s tock of  a mutual  fund corporat ion;  

• a uni t  of  a mutual  fund t rust ;  

• an interest  in  a re lated segregated fund t rust ;   

• a prescr ibed debt  obl igat ion;  

• shares of  contro l led corporat ions in cer ta in c i rcumstances;  or  

• property acquired by a corporat ion in cer ta in c i rcumstances where 
the property was acquired under a tax-deferred ro l lover .  

There are a lso specia l  ant i -avoidance ru les that  may apply where a 
taxpayer has at tempted to avoid the appl icat ion of  the l imi tat ion ru les 
d iscussed above.  For  more informat ion,  see pamphlet  P113,  GIFTS 
AND INCOME TAX. 
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I f  the property was acquired through a tax shel ter  that  is  a g i f t ing 
arrangement,  the e l ig ib le amount  wi l l  be reported in box 13 of  
Form T5003,  STATEMENT OF TAX SHELTER INFORMATION.  

On the return(s)  for  the year of  death,  you may not  be able to c la im al l  
o f  the g i f ts  the deceased made in the year of  death.  In that  case,  you 
can ask us to adjust  the deceased's  return for  the preceding year to 
inc lude the unused par t  of  these g i f ts .  

Somet imes,  a capi ta l  property may be g i f ted.  At  the t ime the deceased 
gives the property,  i ts  fa i r  market  value may be more than i ts  adjusted 
cost  base.  We def ine fair  market value  and adjusted cost base  in  
the Glossary,  beginning on page 11 [4] .  

Under proposed legis lat ion,  when the fa i r  market  value is  more than 
the adjusted cost  base,  you may designate an amount  that  is  less  
than the FMV to be the proceeds of  d isposi t ion.  This may a l low you 
to reduce the capi ta l  gain otherwise calculated.  I f  you choose to 
designate an amount ,  you may choose the value of  the donated 
property.  You can choose an amount  that  is  not greater than  the 
FMV and not less  than the greater  of :  
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• any advantage  (def ined in the Glossary on page 11 [4]  )  in  respect  
of  the g i f t ;  and 

• the adjusted cost  base (ACB) of  the property (or ,  where the 
property was depreciable property ,  the lesser  of  i ts  ACB and the 
undepreciated capi ta l  cost  of  the c lass of  the property) ,  at  the t ime 
you made the donat ion.  

Treat  the amount  you choose as the proceeds of  d isposi t ion when you 
calculate any capi ta l  gain.  Also use th is  amount  to determine the 
el igible amount  o f  the g i f t  which you use to calculate the tax credi t .  

For  g i f ts  made af ter  May 1,  2006,  of  publ ic ly- l is ted secur i t ies and 
ecological ly  sensi t ive land,  the capi ta l  gains inc lus ion rate is  zero.   

For  more informat ion about  char i tab le donat ions and the specia l  ru les 
that  may apply,  see the guide that  came wi th the deceased's return,  
and pamphlet  P113,  GIFTS AND INCOME TAX.  
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Refund or Balance owing 

You wi l l  f ind the deta i ls  you need about  tax and credi ts  in  the sect ion 
cal led "Refund or  Balance owing" in  the guide that  came wi th the 
deceased's return.  

Minimum tax 

Minimum tax l imi ts  the tax advantage a person can receive in a year  
f rom cer ta in incent ives.  Min imum tax does not  apply to a person for  
the year of  death.  However,  the deceased may have paid th is  tax in  
one or  more of  the seven years before the year of  death.  I f  th is  is  the 
case,  you may be able to deduct  par t  or  a l l  o f  the minimum tax the 
deceased paid in  those years f rom the tax owing for  the year of  death.  
To do th is ,  complete Part  8 of  Form T691,  ALTERNATIVE MINIMUM TAX.  
Inc lude Form T691 wi th the return.  

Provincial  and terr i torial  tax 

Use Form 428 inc luded in the forms book to calculate the provinc ia l  or  
terr i tor ia l  tax for  the province or terr i tory where the deceased was 
l iv ing at  the t ime of  death.  To ca lculate the tax for  the province of  
Quebec,  you must  use a Quebec provinc ia l  return.  
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Signing the return 

As the legal  representat ive for  the deceased,  you have to s ign the 
return in the area provided on the last  page of  the return.  Sign your 
name and indicate your t i t le  ( for  example,  executor  or  administ rator) .  

Chapter 3 – Optional returns 
Opt ional  returns are returns on which you report  some of  the income 
that  you would otherwise report  on the f inal  return.  By f i l ing one or  
more opt ional  returns,  you may reduce or  e l iminate tax for  the 
deceased.  This is  possib le because you can c la im cer ta in amounts 
more than once,  spl i t  them between returns,  or  c la im them against  
speci f ic  k inds of  income. 

Chart  1 on page 128 [26]  summarizes the informat ion in th is  chapter .  
You may a lso want  to get  Interpretat ion Bul let in  IT-326,  RETURNS OF 
DECEASED PERSONS AS "ANOTHER PERSON."  

You can choose to f i le  up to three opt ional  returns.  The opt ional  
returns are for  income f rom: 
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• r ights or  th ings;  

• a business as a par tner  or  propr ietor ;  or  

• a testamentary t rust .  

Note 
Do not  confuse the opt ional  return for  income f rom a testamentary 
t rust  wi th the T3 TRUST INCOME TAX AND INFORMATION RETURN, 
descr ibed in the sect ion cal led "What are your responsib i l i t ies 
as the legal  representat ive?" on page 20 [5] .  Af ter  someone dies,  a 
wi l l  or  a court  order  may create a t rust ,  and the t rustee,  executor ,  or  
administ rator  may be required to f i le  a T3 return.  Also,  an indiv idual  
may be required to f i le  a T3 re turn to report  income earned af ter  
the date of  death or  for  CPP or  QPP death benef i ts .  For  more 
informat ion,  see Chart  2 on page 151 [28]  and the T4013,  T3 TRUST 
GUIDE.  
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Signing the optional return 
You have to s ign the opt ional  return in the area provided on the 
last  page of  the return.  Sign your name and indicate your t i t le   
( for  example,  executor  or  administ rator) .  

What are the three optional returns? 
1.  Return for r ights or things 

Rights or  th ings are amounts that  had not  been paid to the deceased 
at  the t ime of  h is  or  her  death and that ,  had the person not  d ied,  
would have been inc luded in h is  or  her  income when received.  There 
are r ights or  th ings f rom employment and other  sources.  

You can f i le  a return for  r ights or  th ings to report  the value of  the 
r ights or  th ings at  the t ime of  death.  However,  i f  you f i le  a return for  
r ights or  th ings,  you have to report  al l  r ights or  th ings on that  return,  
except  those t ransferred to benef ic iar ies.  You cannot  sp l i t  r ights or  
th ings between the f inal  return and the return for  r ights or  th ings.  

I f  you transfer  r ights or  th ings to a benef ic iary,  you have to do  
so wi th in the t ime l imi t  for  f i l ing a return for  r ights or  th ings.  The 
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benef ic iary must  report  the income f rom the t ransferred r ights or  
th ings on h is  or  her  return.  

Employment r ights or things 

Employment r ights or  th ings are salary,  commissions,  and vacat ion 
pay,  as long as both  o f  these condi t ions are met:  

• The employer owed them to the deceased on the date of  death.  

• They are for  a pay per iod that  ended before the date of  death.  

Other r ights or things 

Other r ights or  th ings inc lude the fo l lowing:  

• Old Age Secur i ty  benef i ts  that  were due and payable before the 
date of  death;  

• uncashed matured bond coupons;  

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

• unpaid d iv idends declared before the date of  death;  
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• suppl ies on hand,  inventory,  and accounts receivable i f  the 
deceased was a farmer or  f isherman and used the cash method;  

• l ivestock that  is  not  par t  of  the basic herd and harvested farm 
crops,  i f  the deceased was using the cash method;  and 

• work in progress,  i f  the deceased was a sole propr ietor  and a 
professional  [an accountant ,  a dent is t ,  a  lawyer ( in  Quebec an 
advocate or  notary) ,  a medical  doctor ,  a veter inar ian,  or  a 
chi ropractor ]  who had e lected to exclude work in  progress when 
calculat ing h is  or  her  tota l  income. 

For more informat ion about  r ights  or  th ings,  see Interpretat ion 
Bul let ins IT-212,  INCOME OF DECEASED PERSONS – RIGHTS OR THINGS,  
and i ts  Specia l  Release,  IT-234,  INCOME OF DECEASED PERSONS – 
FARM CROPS,  and IT-427,  L IVESTOCK OF FARMERS.  

Some i tems that  are not  r ights or  th ings inc lude:  

• amounts that  accumulate per iodical ly ,  such as interest  f rom a bank 
account ;  

• bond interest  accumulated between the last  in terest  payment date 
before the person d ied and the date of  death;  
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• registered ret i rement savings p lan income; 

• amounts wi thdrawn f rom the Net  Income Stabi l izat ion Account  
(NISA) Fund 2;  

• el ig ib le capi ta l  property  and capi ta l  property ;  

• Canadian or  fore ign resource propert ies;  

• land in the deceased's business inventory;  and 

• income f rom an income-averaging annui ty  contract .  

How to f i le  –  I f  you decide to f i le  a return for  r ights or  th ings,  you wi l l  
need to:  

1.  Obtain a T1 GENERAL INCOME TAX AND BENEFIT  RETURN. 

2.  Wr i te "70(2)"  in  the top r ight  corner  of  page 1 of  the return.  

3.  Fol low the inst ruct ions for  complet ing a return in th is  guide and the 
GENERAL INCOME TAX AND BENEFIT  GUIDE.  
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You have to f i le  th is  return by the later  o f :  

• 90 days af ter  we mai l  the NOTICE OF ASSESSMENT or  NOTICE OF 
REASSESSMENT for  the f inal  return;  or  

• one year af ter  the date of  death.  

However,  the due date for  any balance of  tax owing on a r ights or  
th ings return depends on the date of  death.  See the sect ion cal led 
"What is  the due date for  a balance owing?" on page 39 [9] .  

Election to delay payment of  income tax 

In  some cases,  you can delay paying par t  of  the amount  owing f rom 
r ights or  th ings.  However,  we st i l l  charge interest  on any unpaid 
amount  f rom the day af ter  the due date to the date you pay the 
amount  in  fu l l .  

I f  you want  to delay payment,  you wi l l  have to g ive us secur i ty  for  the 
amount  owing.  You also have to complete Form T2075,  ELECTION TO 
DEFER PAYMENT OF INCOME TAX,  UNDER SUBSECTION 159(5)  OF  THE 
INCOME TAX ACT BY A  DECEASED TAXPAYER'S  LEGAL REPRESENTATIVE OR 
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TRUSTEE.  For  more informat ion,  contact  the Col lect ions Div is ion of  
your tax serv ices of f ice.  

How to cancel  a return for r ights or things 

You may f i le  a return for  r ights or  th ings before the due date,  but  la ter  
want  to cancel  i t .  We wi l l  cancel  the return i f  you send us a note 
asking us to do th is .  You have to send the note by the f i l ing due date 
for  the r ights or  th ings return.  

2.  Return for a partner or proprietor 

A deceased person may have been a par tner  in ,  or  the sole propr ietor  
of ,  a business.  The business may have a f iscal  year  that  does not  
s tar t  or  end on the same dates as the calendar year.  I f  the person 
d ied af ter  the end of  the business 's  f iscal  per iod but  before the end of  
the calendar year in  which the f iscal  per iod ended,  you can f i le  an 
opt ional  return for  the deceased.  

On th is  return,  report  the income for  the t ime f rom the end of  the 
f iscal  per iod to the date of  death.  I f  you choose not  to f i le  th is  
opt ional  return,  report  a l l  business income on the f inal  return.  
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Example 
A person who had a business d ied on May 28,  2006.  The business 
has a March 31 f iscal  year  end.  You have two choices when you 
report  the person's 2006 income: 

• One choice is  to inc lude the business income f rom Apr i l  1 ,  2005,  
to May 28,  2006,  on the f inal  return.  

• The other  choice is  to f i le  a return for  a par tner  or  propr ietor  in  
addi t ion to the f inal  return.  On the f inal  return,  inc lude business 
income f rom Apr i l  1 ,  2005,  to March 31,  2006.  On the return for  a 
par tner  or  propr ietor ,  report  the business income f rom Apr i l  1 ,  
2006,  to May 28,  2006.  

How to f i le  –  I f  you decide to f i le  a return for  a par tner  or  propr ietor ,  
you wi l l  need to:  

1.  Obtain a T1 GENERAL INCOME TAX AND BENEFIT  RETURN. 

2.  Wri te "150(4)"  in  the top r ight  corner  of  page 1 of  the return.  

3.  Fol low the inst ruct ions for  complet ing a return in th is  guide and the 
GENERAL INCOME TAX AND BENEFIT  GUIDE.  
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The due date for  th is  opt ional  return is  the same as for  the f inal  
return.  The due date for  a balance owing depends on the date of  
death.  See the sect ions cal led "What date is  the f inal  return due?"  
on page 36 [8]  and "What is  the due date for  a balance owing?"  
on page 39 [9] .  

For  more informat ion,  see Interpretat ion Bul let in  IT-278,  DEATH OF A  
PARTNER OR OF A RETIRED PARTNER.  

3.  Return for income from a testamentary trust 

You can f i le  an opt ional  return for  a deceased person who received 
income f rom a testamentary t rust .  The t rust  may have a f iscal  per iod 
( taxat ion year)  that  does not  s tar t  or  end on the same dates as the 
calendar year.  I f  the person d ied af ter  the end of  the f iscal  per iod of  
the t rust ,  but  before the end of  the calendar year in  which the f iscal  
per iod ended,  you can f i le  an opt ional  return for  the deceased.  

On th is  return,  report  the income for  the t ime f rom the end of  the 
f iscal  per iod to the date of  death.  I f  you choose not  to f i le  th is  
opt ional  return,  report  a l l  income f rom the t rust  on the f inal  return.  
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Example 
A husband gets income f rom a testamentary t rust .  The t rust  was 
formed as a resul t  of  h is  wi fe 's  death.  The f iscal  year  of  the t rust  is  
f rom Apr i l  1  to March 31.  The husband died on June 11,  2006.  You 
have two choices when you report  the husband's income f rom the 
t rust :  

• One choice is  to inc lude the t rust  income f rom Apr i l  1 ,  2005,  to 
June 11,  2006,  on the f inal  return.  

• The other  choice is  to f i le  a return for  income f rom the t rust  in  
addi t ion to the f inal  return.  On the f inal  return,  inc lude the t rust  
income f rom Apr i l  1 ,  2005,  to March 31,  2006.  On the return for  
income f rom the t rust ,  report  the t rust  income f rom Apr i l  1 ,  2006,  
to June 11,  2006.  

How to f i le  –  I f  you decide to f i le  a return for  income f rom a 
testamentary t rust ,  you wi l l  need to:  

1.  Obtain a T1 GENERAL INCOME TAX AND BENEFIT  RETURN. 

2.  Wr i te "104(23)(d)"  in  the top r ight  corner  of  page 1 of  the return.  
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3 .  Fol low the inst ruct ions for  complet ing a return in th is  guide and the 
GENERAL INCOME TAX AND BENEFIT  GUIDE.  

You have to f i le  th is  opt ional  return and pay any amount  owing by the 
later  of :  

• Apr i l  30,  2007,  (or  June 15,  2007,  i f  the deceased was a sel f -
employed indiv idual ,  a l though any balance owing is  s t i l l  due on 
Apr i l  30) ;  or  

• six months af ter  the date of  death.  

Amounts for optional returns 
There are three groups of  amounts you can c la im on the opt ional  
returns.  They are amounts you can:  

• cla im in fu l l  on each return;  

• spl i t  between returns;  and 

• cla im only against  cer ta in income. 
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Amounts you can claim in ful l  on each return 

On each opt ional  return and on the f inal  return,  you can c la im: 

• the basic personal  amount  ( l ine 300);  

• the age amount  ( l ine 301);  

• the spouse or  common- law partner  amount  ( l ine 303);  

• the amount  for  an e l ig ib le dependant  ( l ine 305);  

• the amount  for  in f i rm dependants age 18 or  o lder  ( l ine 306);  and 

• the caregiver  amount  ( l ine 315).   

Amounts you can spl i t  between returns 

There are cer ta in amounts you cannot  c la im in fu l l  on the f inal  return 
and opt ional  returns.  However,  you can spl i t  these amounts between 
the returns.  

When you spl i t  an amount ,  the total  o f  the c la ims cannot  be more 
than what  would have been a l lowed i f  you were only f i l ing the f inal  
return.  Amounts you can spl i t  are:  
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• adopt ion expenses ( l ine 313) 

• disabi l i ty  amount  for  the deceased ( l ine 316);  

• disabi l i ty  amount  t ransferred f rom a dependant  ( l ine 318);  

• in terest  paid on cer ta in student  loans ( l ine 319);  

• tu i t ion,  educat ion,  and textbook amounts for  the deceased 
( l ine 323);  

• tu i t ion,  educat ion,  and textbook amounts you t ransfer  f rom a chi ld  
( l ine 324);  

• char i table donat ions that  are not  more than the net  income you 
report  on that  return ( l ine 349);  

• cul tura l ,  ecological ,  and Crown gi f ts  ( l ine 342 of  Schedule 9) ;  and 

• medical  expenses ( l ine 330),  which you can sp l i t  any way you want  
between the f inal  return and any opt ional  returns.  However,  you 
have to reduce the tota l  expenses by the lower of  $1,884 or  3% of  
the total  net  income you report  on a l l  returns.  
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Example 
In  the year a woman died,  her  tota l  medical  expenses were $9,000.  
You decide to f i le  a r ights or  th ings return in addi t ion to the f inal  
return.  The tota l  of  her  net  income on the two returns is  $40,000.  Of  
th is ,  $30,000 is  on the f inal  return and $10,000 is  on the r ights or  
th ings return.  

You decide to spl i t  the $9,000 of  medical  expenses and c la im 
two-th i rds on the f inal  return and one-th i rd on the r ights or  th ings 
return.  

2/3 of  $9,000 = $6,000 ( to c la im on f inal  return)  

1/3 of  $9,000 = $3,000 ( to c la im on r ights or  th ings return)  

The medical  expense reduct ion is  the lower of  $1,884 or  3% of  the 
tota l  net  income. In th is  example,  the reduct ion is  $1,200 
($40,000 × 3%),  which is  lower than $1,884.  

The medical  expense reduct ion must  a lso be spl i t  between the two 
returns in the same proport ion as the medical  expenses.  
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2 /3 of  $1,200 = $800 

1/3 of  $1,200 = $400 
 

Deduct ions for  medical  expenses on f inal  return  $ 6,000

 – $ 800

 = $ 5,200

Deduct ions for  medical  expenses on r ights or  th ings 
return 

 
$ 3,000

 – $ 400

 = $ 2,600

The deduct ions for  medical  expenses are $5,200 on the f ina l  return 
and $2,600 on the r ights or  th ings return.  
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Amounts you can claim only against certain income 

There are some amounts you can only  c la im on those returns on which 
you report  the re lated income. The amounts are:  

• employee home re locat ion loan deduct ion ( l ine 248);  

• secur i ty  opt ions deduct ions (stock opt ions and shares)  ( l ine 249);  

• vow of  perpetual  poverty  deduct ion ( l ine 256);  

• Canada Pension Plan (CPP) or  Quebec Pension Plan (QPP) 
contr ibut ions ( l ine 308 or  l ine 310);  

• Employment Insurance premiums ( l ine 312);  

• pension income amount  ( l ine 314);  and 

• socia l  benef i ts  repayment ( l ine 422).  

Example 
A deceased person's tota l  employment income in the year of  death 
was $30,000,  and the CPP amount  was $800.  Of  the $30,000,  
$1,000 is  a r ight  or  th ing.  Of  the $800,  $27 is  the CPP contr ibut ion 
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the person paid on the $1,000.  You decide to f i le  a return for  r ights 
or  th ings.  

On the f inal  return,  you report  income of  $29,000 and c la im a CPP 
amount  of  $773.  On the return for  r ights or  th ings,  you inc lude 
income of  $1,000 and c la im a CPP amount  of  $27.  

There are cer ta in amounts you cannot  normal ly  c la im on an opt ional  
return.  They inc lude:  

• registered pension p lan deduct ion ( l ine 207);  

• registered ret i rement savings p lan deduct ion ( l ine 208);  

• annual  union,  professional ,  or  l ike dues ( l ine 212);  

• chi ld  care expenses ( l ine 214);  

• disabi l i ty  supports deduct ion ( l ine 215);  

• al lowable business investment  losses ( l ine 217);  

• moving expenses ( l ine 219);  

• support  payments made ( l ine 220);   
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• carry ing charges and interest  expenses ( l ine 221);  

• explorat ion and development expenses ( l ine 224);  

• losses f rom other  years ( l ines 251 – 253);  

• capi ta l  gains deduct ion ( l ine 254);  

• northern res idents deduct ion ( l ine 255);  and 

• amounts you t ransfer  f rom a spouse or  common- law partner  
( l ine 326).  

You may be able to c la im these amounts on the f inal  return.  

For  more informat ion on other  credi ts ,  see Chart  1 on page 128 [26] .   

Chapter 4 – Deemed disposition of property 
In  th is  chapter ,  we d iscuss the tax t reatment  of  capi ta l  property the 
deceased owned at  the date of  death.  We deal  wi th capi ta l  property in  
general ,  as wel l  as the par t icu lar  t reatment  of  depreciable and farm 
and f ish ing property.  We discuss only property acquired af ter  
December 31,  1971.  
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There are specia l  ru les for  property that  a deceased person owned 
before 1972.  For deta i ls  about  these ru les and for  in format ion about  
other  property such as e l ig ib le capi ta l  property ,  resource property ,  or  
an inventory of  land,  contact  us.  

We def ine some of  the terms in th is  chapter  in  the Glossary,  
beginning on page 11 [4] .  

General information 
When a person d ies,  we consider  that  the person has d isposed of  a l l  
capi ta l  property r ight  before death.  We cal l  th is  a deemed disposi t ion.  

Also,  r ight  before death,  we consider  that  the person has received the 
deemed proceeds of  d isposi t ion ( throughout  th is  chapter  we wi l l  refer  
to th is  as "deemed proceeds") .  Even though there was not  an actual  
sa le,  there can be a capi ta l  gain or  (except  for  depreciable property  
or  personal-use property)  a capi ta l  loss.  

For  depreciable property,  in  addi t ion to a capi ta l  gain,  there can a lso 
be a recapture of  capi ta l  cost  a l lowance.  Also,  for  depreciable 
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property ,  instead of  a capi ta l  loss there may be a terminal  loss.  We 
expla in these terms below. 

What is a capital  gain? 

When the proceeds or  deemed proceeds of  d isposi t ion of  a capi ta l  
property are more  than i ts  adjusted cost  base,  the resul t  is  a capi ta l  
gain.  In most  cases,  one-hal f  of  the capi ta l  gain is  the taxable capi ta l  
gain.  

Use Schedule 3,  CAPITAL  GAINS (OR LOSSES) IN  2006,  to calculate the 
taxable capi ta l  gain to report  on the f inal  return.   

What is a capital  gains deduction? 

This is  a deduct ion you can c la im for  the deceased person against  
e l ig ib le taxable capi ta l  gains f rom the d isposi t ion or  deemed 
disposi t ion of  cer ta in capi ta l  property.  

You may be able to c la im the capi ta l  gains deduct ion on taxable 
capi ta l  gains the deceased had in 2006 f rom: 
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• disposi t ions or  deemed disposi t ions of  qual i f ied farm property,  or  
f ish ing property af ter  May 1,  2006;  

• disposi t ions or  deemed disposi t ions of  qual i f ied smal l  business 
corporat ion shares;  and 

• a reserve brought  in to income f rom ei ther  of  the above.  

For  more informat ion,  see guide T4037,  CAPITAL  GAINS.  

What is a capital  loss? 

When the proceeds or  deemed proceeds of  d isposi t ion of  a capi ta l  
property are less  than i ts  adjusted cost  base,  the resul t  is  a capi ta l  
loss.  One-hal f  of  the capi ta l  loss is  the a l lowable capi ta l  loss.  You 
cannot  have a capi ta l  loss on the d isposi t ion of  depreciable property.  

For  more informat ion on c la iming a capi ta l  loss,  see the sect ion cal led 
"Net  capi ta l  losses in the year  of  death"  on page 117 [23] .  
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Recaptures and terminal  losses 

For depreciable property,  when the proceeds or  deemed proceeds of  
d isposi t ion are more  than the undepreciated capi ta l  cost ,  you wi l l  
usual ly  have a recapture of  capi ta l  cost  a l lowance (see the def in i t ion 
of  capi ta l  cost  a l lowance in the Glossary on page 13 [4]  ) .  Inc lude the 
recapture in income on the deceased's f inal  return.  

For  depreciable property,  when the proceeds or  deemed proceeds of  
d isposi t ion are less  than the undepreciated capi ta l  cost ,  the resul t  is  
a terminal  loss.  Deduct  the terminal  loss on the deceased's f inal  
return.   

Note 
A terminal  loss is  not  a l lowed in respect  of  depreciable property that  
was personal-use property  of  the deceased.  

For  more informat ion about  a recapture of  capi ta l  cost  a l lowance  
or  a terminal  loss,  see Interpretat ion Bul let in  IT-478,  CAPITAL  COST 
ALLOWANCE – RECAPTURE AND TERMINAL  LOSS.  
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Capital property other than depreciable property 
In  th is  sect ion,  we expla in how to determine the deemed proceeds  
for  capi ta l  property,  other  than depreciable property.  The ru les for  
calculat ing the deemed proceeds for  depreciable property are 
expla ined in the sect ion cal led "Depreciable property"  on  
page 102 [20] .  I f  there is  a t ransfer  of  farm or  f ish ing property to a 
chi ld ,  read the sect ion cal led "Farm or  f ish ing property t ransferred to 
a chi ld"  on page 107 [21] .  

Under proposed legis lat ion,  the ru les that  current ly  apply to farm 
property wi l l  a lso apply to f ish ing property t ransferred after May 1,  
2006.  

Deceased's deemed proceeds – Transfer to spouse or common-law 
partner,  or testamentary spousal  or common-law partner trust 

There may be a t ransfer  of  capi ta l  property ( inc luding farm property,  
or  f ish ing property af ter  May 1,  2006) f rom a deceased person who 
was a res ident  of  Canada immediate ly  before death to a spouse or  
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common- law partner ,  or  a testamentary spousal  or  common- law 
partner  t rust .  

For  a t ransfer  to a spouse or  common- law partner ,  the deemed 
proceeds are the same as the property 's  adjusted cost  base r ight  
before death,  i f  both  o f  these condi t ions are met:  

• The spouse or  common- law partner  was a res ident  of  Canada r ight  
before the person's death.  

• The property  becomes locked- in for  the spouse or  common- law 
partner  no later  than 36 months af ter  the date of  death.  I f  you need 
more t ime to meet  th is  condi t ion,  you can make a wr i t ten request  to 
the Director  at  your  tax serv ices of f ice.  

For  a t ransfer  to a testamentary spousal  or  common- law partner  t rust ,  
the deemed proceeds are the same as the property 's  adjusted cost  
base r ight  before death,  i f  both  o f  these condi t ions are met:  

• The testamentary spousal  or  common- law partner  t rust  is  res ident  
in  Canada r ight  af ter  the property becomes locked- in for  th is  t rust .  

• The property becomes locked- in for  the testamentary spousal  or  
common- law partner  t rust  no later  than 36 months af ter  the date  
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o f  death.  I f  you need more t ime to meet  th is  condi t ion,  you can 
make a wr i t ten request  to the Director  at  your tax serv ices of f ice.  

In most  cases,  the deceased wi l l  not  have a capi ta l  gain or  loss.  This 
is  because the t ransfer  postpones any gain or  loss to the date the 
benef ic iary d isposes of  the property.  

Example 
A person's wi l l  t ransfers non-depreciable capi ta l  property  to the 
spouse or  common- law partner ,  and both of  the condi t ions for  
t ransfer  to a spouse or  common- law partner  are met.  Right  before 
death,  the adjusted cost  base of  the property was $35,000.  
Therefore,  the deemed proceeds are $35,000.  You would not  report  
any capi ta l  gain or  loss on the deceased's f inal  return.  

Tax t ip 
You can choose not  to have the deemed proceeds equal  the 
adjusted cost  base.  I f  you make this  choice,  the deemed proceeds 
are equal  to the property 's  fa i r  market  value r ight  before death.  You 
have to make th is  choice when you f i le  the f inal  return for  the 
deceased.  
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You may want  to do th is  to use a capi ta l  gains deduct ion (see 
page 96 [19]  )  or  a net  capi ta l  loss on the deceased's f ina l  return.  
I t  may be best  to report  a capi ta l  gain or  loss on the f inal  return 
instead of  deferr ing i t  to  the spouse or  common- law partner ,  or  
spousal  or  common- law partner  t rust .  

Deceased's deemed proceeds  – Al l  other transfers 

For a l l  o ther  t ransfers,  the deemed proceeds are equal  to the 
property 's  fa i r  market  value r ight  before death.  

Depreciable property 
In  th is  sect ion,  we expla in how to determine the deemed proceeds for  
depreciable property.  I f  there is  a t ransfer  of  farm property to a chi ld ,  
or  f ish ing property  af ter  May 1,  2006,  see the sect ion "Farm or  f ish ing 
property  t ransferred to a chi ld"  on page 107 [21] .  

Under proposed legis lat ion,  the ru les that  current ly  apply to farm 
property wi l l  a lso apply to f ish ing property t ransferred after May 1,  
2006.  
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Deceased's deemed proceeds – Transfer to spouse or common-law 
partner,  or testamentary spousal  or common-law partner trust 

There may be a t ransfer  of  depreciable property ( inc luding 
depreciable farm property,  or  f ish ing property af ter  May 1,  2006) 
to a spouse or  common- law partner ,  or  a testamentary spousal  or  
common- law partner  t rust .  For  such t ransfers,  you may be able to use 
a specia l  amount  for  the deemed proceeds.  When you use th is  specia l  
amount ,  the deceased wi l l  not  have a capi ta l  gain,  recapture of  capi ta l  
cost  a l lowance,  or  a terminal  loss.  The t ransfer  postpones any gain,  
recapture,  or  terminal  loss to the date the benef ic iary d isposes of  the 
property.  

The condi t ions required to use th is  specia l  amount  are the same 
as those l is ted for  a t ransfer  of  capi ta l  property to a spouse or  
common- law partner ,  or  testamentary spousal  or  common- law partner  
t rust .  

The specia l  amount  (deemed proceeds) is  the lower  o f :  

• the capi ta l  cost  of  the property for  the deceased;  or  

• the resul t  of  the fo l lowing calculat ion:  
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Capi ta l  cost   
of  the property 

Capi ta l  cost  of  a l l  the property  
in  the same c lass that  had not  

been d isposed of  previously 

 
× 

Undepreciated capi ta l  cost   
of  a l l  o f  the deceased's 

property in  the same c lass 

Example 
A woman had two t rucks that  were used in her  business.  The woman 
died in July  2006,  and the wi l l  t ransferred one t ruck to her  husband.  
Both of  the condi t ions stated on page 103 [above]  for  t ransfer  to a 
spouse or  common- law partner  are met.   

You have the fo l lowing deta i ls :   

Undepreciated capi ta l  cost  of  the two t rucks r ight  
before death  

 
$33,500 

Capi ta l  cost  of  t ransferred t ruck $22,500 

Capi ta l  cost  of  the two t rucks $50,000 
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The deceased's deemed proceeds on the t ransferred t ruck are the 
lower of :  

• $22,500;  or  

• $22,500  × $33,500 = $15,075.  

$50,000  

The deemed proceeds are $15,075.  

When there is  more than one property  in  the same c lass,  you can 
choose the order  in  which the deceased is  deemed to have d isposed 
of  the propert ies.  When you calculate the specia l  amount ,  adjust  the 
undepreciated capi ta l  cost  and the tota l  capi ta l  cost  of  the propert ies 
in  the c lass to exclude previous deemed disposi t ions.  

Note 
When determining the specia l  amount ,  you wi l l  need to recalculate 
the capi ta l  cost  of  property  in  the c lass when:  

• the property was acquired in a non-arm's length t ransact ion (see 
the Glossary,  beginning on page 11 [4]  ) ;  
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• the property was previously used for  other  than gain ing or  
producing income; or  

• the par t  of  a property used for  gain ing or  producing income 
changed.  

For  more informat ion,  contact  us.  

Tax t ip 
You can choose not  to use the specia l  amount  for  the deemed 
proceeds.  I f  you make th is  choice,  the deemed proceeds are equal  
to the property 's  fa i r  market  value r ight  before death.  You have to 
make th is  choice when you f i le  the f inal  return for  the deceased.  

You may want  to do th is  to use a capi ta l  gains deduct ion (see 
page 96 [19]  )  on the f inal  return.  I t  may be best  to report  a capi ta l  
gain,  recapture,  or  terminal  loss on the f inal  return instead of  
deferr ing i t  to  the spouse or  common- law partner ,  or  spousal  or  
common- law partner  t rust .  
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Deceased's deemed proceeds – Al l  o ther  t ransfers  

For a l l  o ther  t ransfers,  the deemed proceeds are equal  to the 
property 's  fa i r  market  value r ight  before death.  

Farm or f ishing property transferred to a child 
In  th is  sect ion,  we expla in how to determine the deemed proceeds 
when there is  a t ransfer  of  farm or  f ish ing property to a chi ld .  For  th is  
k ind of  t ransfer ,  you may be able to use a specia l  amount  for  the 
deemed proceeds.  When you use th is specia l  amount ,  the deceased 
wi l l  not  have a capi ta l  gain,  recapture of  capi ta l  cost  a l lowance,  or  a 
terminal  loss.  The t ransfer  postpones any gain,  recapture,  or  terminal  
loss to the date the benef ic iary d isposes of  the property.  

Under proposed legis lat ion,  the ru les that  current ly  apply to farm 
property wi l l  a lso apply to f ish ing property t ransferred after May 1,  
2006.  
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In  th is  chapter ,  when we refer  to  the t ransfer  of  farm and f ish ing 
property ,  the terms farm property,  f ishing property,  and child  
have the fo l lowing meanings:  

Farm property  inc ludes land and depreciable property of  a prescr ibed 
c lass used for  farming.  

Fishing property  inc ludes land and depreciable property of  a 
prescr ibed c lass used for  f ish ing.  

A child  inc ludes:  

• the deceased's natura l  or  adopted chi ld ;  

• the chi ld  of  the deceased's spouse or  common- law partner ;  

• the deceased's grandchi ld or  great-grandchi ld;  

• a person who,  whi le under 19,  was in the deceased's custody and 
contro l  and was whol ly  dependent  on the deceased for  support ;  and 

• the spouse or  common- law partner  of  any of  the above.  



–  109  –  

Condit ions 

To use the specia l  amount  for  the deemed proceeds,  al l  four  o f  the 
fo l lowing condi t ions have to be met:  

• The farm or  f ish ing property is  used pr inc ipal ly  in  a farming or  
f ish ing business carr ied on in Canada.  

• The chi ld  was a res ident  of  Canada r ight  before the deceased's 
death.  

• The farm property  becomes locked- in for  the chi ld  no later  than 
36 months af ter  the date of  death.  I f  you need more t ime to meet  
th is  condi t ion,  you can make a wr i t ten request  to the Director  at  
your tax serv ices of f ice.  

• The deceased,  the deceased's spouse or  common- law partner ,  or  
any chi ld  of  the deceased was using the farm property  main ly  for  
farming,  on a regular  and ongoing basis,  before the deceased's 
death.  

The ro l lover  provis ions avai lable for  farm property a lso apply to 
land and depreciable property used pr inc ipal ly  in  a woodlot  farming 
business.  They apply where the deceased,  the deceased's spouse 
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or  common- law partner ,  or  any of  the deceased's chi ldren was 
engaged in the woodlot  operat ion as required by a prescribed 
forest management plan  in  respect  of  the woodlot .  These 
provis ions apply to t ransfers of  property that  occur  af ter  
December 10,  2001.  For  more informat ion,  see IT-373,  WOODLOTS,  
or  contact  us.   

You may also be able to use a specia l  amount  for  the deemed 
proceeds when a share of  the capi ta l  s tock of  a fami ly  farm 
corporat ion or  an interest  in  a fami ly  farm partnership is  t ransferred 
to a chi ld .   

For  deta i ls ,  see Interpretat ion Bul let in  IT-349,  INTERGENERATIONAL  
TRANSFERS OF FARM PROPERTY ON DEATH.  

Under proposed legis lat ion,  you may a lso be able to use a specia l  
amount  for  the deemed proceeds when a share of  the capi ta l  s tock 
of  a fami ly  f ish ing corporat ion or  an in terest  in  a fami ly  f ish ing 
par tnership is  t ransferred to a chi ld  after May 1,  2006.  
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Deceased's deemed proceeds – Transfer of  farmland to a chi ld 

I f  a l l  four  of  the page 109 [above condi t ions]  are met,  you can choose 
to have the deemed proceeds equal  the adjusted cost  base of  the land 
r ight  before death.  Therefore,  the deceased wi l l  not  have a capi ta l  
gain or  loss.  

Tax t ip 
You can choose not  to have the deemed proceeds equal  the 
adjusted cost  base.  I f  you make this  choice,  you can t ransfer  the 
land for  any amount  between i ts  adjusted cost  base and fa i r  market  
value r ight  before death.  You have to make th is  choice when you f i le  
the f inal  return for  the deceased.  

You may want  to do th is  to use the capi ta l  gains deduct ion (see 
page 96 [19]  )  or  a net  capi ta l  loss on the f inal  return.  I t  may be 
best  to report  a capi ta l  gain or  loss on the f inal  return instead of  
deferr ing i t  to  a chi ld .  



–  112  –  

Deceased's deemed proceeds – Transfer of  depreciable farm  
or f ishing property to a chi ld 

I f  there is  a t ransfer  of  depreciable farm property,  or ,  af ter  May 1,  
2006,  depreciable f ish ing property,  you may be able to use a specia l  
amount  for  the deemed proceeds.  To use th is  specia l  amount ,  the four  
condi t ions we l is ted ear l ier  in  th is  sect ion have to be met.  

In  most  cases,  when you use th is  specia l  amount ,  the deceased wi l l  
not  have a capi ta l  gain,  a recapture of  capi ta l  cost  a l lowance,  or  a 
terminal  loss.  This is  because the t ransfer  postpones any gain,  
recapture,  or  terminal  loss to the date the benef ic iary d isposes of  the 
property.  

The specia l  amount  (deemed proceeds) is  the lower  o f :  

• the capi ta l  cost  of  the property for  the deceased;  or  

• the resul t  of  the fo l lowing calculat ion:   
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Capi ta l  cost  of  the property 

Capi ta l  cost  of  the property in  
the same c lass that  had not  
been d isposed of  previously 

× 
 
 

Undepreciated capi ta l  cost  
of  a l l  o f  the deceased's 
property in  the same c lass 

Example 
A man who owned three f ish ing boats d ied in August  2006.  His wi l l  
t ransferred one boat  to h is  son.  The four  condi t ions for  t ransfer  of  
f ish ing property to a chi ld  are met.  Also,  s ince the man died af ter  
May 1,  2006,  the capi ta l  gains deferra l  appl ies to th is  t ransfer  of  
f ish ing property.  You have the fo l lowing deta i ls :   

Undepreciated capi ta l  cost  of  the three boats  
r ight  before death 

 
$ 90,000 

Capi ta l  cost  of  t ransferred boat  $ 45,000 

Capi ta l  cost  of  a l l  three boats $100,000 

The deceased's deemed proceeds on the t ransferred boat  are the 
lower of :  
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• $ 45,000;  or  

• $45,000  × $90,000 = $40,500.  

$100,000  

The deemed proceeds are $40,500.  

When there is  more than one property  in  the same c lass,  you can 
choose the order  in  which the deceased is  deemed to have d isposed 
of  the propert ies.  When you calculate the specia l  amount ,  adjust  the 
undepreciated capi ta l  cost  and the tota l  capi ta l  cost  of  the propert ies 
in  the c lass to exclude previous deemed disposi t ions.  

Note 
When you determine the specia l  amount ,  you wi l l  need to 
recalculate the capi ta l  cost  of  any property in  the c lass when:  

• the property was acquired in a non-arm's length t ransact ion;  

• the property was previously used for  other  than gain ing or  
producing income; or  
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• the par t  of  a property used for  gain ing or  producing income 
changed.  

For  more informat ion,  contact  us.  

Tax t ip 
You can choose not  to use the specia l  amount  for  the deemed 
proceeds.  I f  you make th is  choice,  you can t ransfer  the property for  
any amount  between the specia l  amount  and i ts  fa i r  market  value 
r ight  before death.   

You have to make th is  choice when you f i le  the f inal  return for  the 
deceased.  

You may want  to do th is  to use the capi ta l  gains deduct ion (see 
page 96 [19]  )  on the f inal  return.  I t  may be best  to report  a capi ta l  
gain,  recapture,  or  terminal  loss on the f inal  return instead of  
deferr ing i t  to  a chi ld .  

For  more informat ion,  see Interpretat ion Bul let in  IT-349,  
INTERGENERATIONAL TRANSFERS OF FARM PROPERTY ON DEATH,  or  
contact  us.  You may a lso refer  to guide T4003,  FARMING INCOME,  or  
guide T4004,  F ISHING INCOME. 
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Election to delay payment of  income tax 

In  some cases,  you can delay paying par t  of  the income tax due.  For  
instance,  you can delay paying par t  of  the amount  owing f rom the 
deemed disposi t ion of  capi ta l  property.  Remember that  we charge 
interest  on any unpaid amount ,  f rom the day af ter  the due date to the 
date you pay the amount  in  fu l l .  

I f  you want  to delay payment,  you wi l l  have to g ive us secur i ty  for  the 
amount  owing.  You also have to complete Form T2075,  ELECTION TO 
DEFER PAYMENT OF INCOME TAX,  UNDER SUBSECTION 159(5)  OF  THE 
INCOME TAX ACT BY A  DECEASED TAXPAYER'S  LEGAL REPRESENTATIVE OR 
TRUSTEE.  For  more informat ion,  contact  the Col lect ions Div is ion of  
your tax serv ices of f ice.  In most  cases,  you have to pay any amount  
owing on a return when the return is  due.  

Chapter 5 – Net capital losses 
In  th is  chapter ,  we d iscuss how to apply a net  capi ta l  loss that  
occurred in the year of  death.  We also expla in how to apply net  
capi ta l  losses f rom ear l ier  years to the f inal  return and the return for  
the year before the year of  death.  
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We def ine some of  the terms in th is  chapter  in  the Glossary,  
beginning on page 11 [4] .  

What is a net capital loss? 
General ly ,  when al lowable capi ta l  losses are more than taxable 
capi ta l  gains,  the d i f ference is  a net capital  loss.  An a l lowable 
capi ta l  loss is  1/2 of  a capi ta l  loss.  General ly ,  a taxable capi ta l  gain  
is  1/2 of  a capi ta l  gain.  The rate used to determine the taxable par t   
o f  a capi ta l  gain and the a l lowable par t  of  a capi ta l  loss is  cal led an 
inclusion rate.   

Net capital losses in the year of death 
To apply a net  capi ta l  loss that  happened in the year of  death,  you 
can use e i ther  Method A or  Method B.  

Method A  –  You can carry back a 2006 net  capi ta l  loss to reduce 
any taxable capi ta l  gains in any of  the three years before the year 
of  death.  I f  you are apply ing i t  against  taxable capi ta l  gains real ized 
in 2003,  2004,  or  2005,  you do not  need to make any adjustment  
because the inc lus ion rate is  the same in a l l  three years.  The loss 
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you carry back cannot  be more than the taxable capi ta l  gains in those 
years.  To ask for  a loss carryback,  complete "Area I I I  –  Net  capi ta l  
loss for  carryback" on Form T1A, REQUEST FOR LOSS CARRYBACK,  and 
send i t  to  us.  Do not  f i le  an amended return for  the year to which you 
want  to apply the loss.  

Af ter  you carry back the loss,  there may be an amount  le f t .  You may 
be able to use some of  the resul t ing amount  to reduce other  income 
on the f inal  return,  the return for  the year before the year of  death,  or  
both returns.  However,  before you do th is ,  you have to calculate the 
amount  you can use.  

From the net  capi ta l  loss you have lef t ,  subtract  any capi ta l  gains 
deduct ions the deceased has c la imed to date.  Use any loss lef t  to  
reduce other  income for  the year of  death,  the year before the year  
of  death,  or  for  both years.  

I f  you c la im the remaining net  capi ta l  loss in the year of  death,  you 
should c la im the amount  at  l ine  127 of  the f inal  return.   
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Note 
Do not  use a capi ta l  loss c la imed against  other  income at  l ine 127 in 
the calculat ion of  net  income for  the purposes of  calculat ing other  
amounts such as socia l  benef i t  repayments,  provinc ia l  or  terr i tor ia l  
tax credi ts ,  and those non-refundable tax credi ts  requir ing the use 
of  net  income.  

Method B  –  You can choose not  to carry back the net  capi ta l  loss to 
reduce taxable capi ta l  gains f rom ear l ier  years.  You may prefer  to 
reduce other  income on the f inal  re turn,  the return for  the year before 
the year of  death,  or  both returns.  However,  before you do th is ,  you 
have to calculate the amount  you can use.  

From the net  capi ta l  loss,  subtract  any capi ta l  gains deduct ions the 
deceased has c la imed to date.  Use any loss remaining to reduce other  
income for  the year of  death,  the year  before the year of  death,  or  for  
both years.   

I f  you c la im the remaining net  capi ta l  loss in the year of  death,  you 
should c la im the amount  at  l ine  127 of  the f inal  return.   
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Example  
A man died on June 20,  2006.  You have the fo l lowing deta i ls  about  
h is  tax matters:   

Net  capi ta l  loss in  2006 $11,000 

Taxable capi ta l  gains in 2004 $ 4,000 

Taxable capi ta l  gains in 2003 $ 2,000 

Tota l  capi ta l  gains deduct ions c la imed to date $ 4,000 

He did not  c la im any capi ta l  gains deduct ions for  2003 or  2004.   

You can use Method A or  Method B.  

Method A 
I f  you choose method A,  you can use the net  capi ta l  losses to 
reduce h is  2004 taxable capi ta l  gains to zero ($11,000 – $4,000).  
Then,  you can use the remain ing balance of  $7,000 to reduce h is  
2003 taxable capi ta l  gain to zero ($7,000 – $2,000).  
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Af ter  you subtract  h is  capi ta l  gains deduct ions ($5,000 – $4,000),  
you st i l l  have $1,000 lef t  to reduce the man's other  income for  2006 
or  2005 or  for  both years.  

Method B 
I f  you choose to use th is  method,  you wi l l  f i rs t  deduct  h is  capi ta l  
gains deduct ions of  $4,000 f rom his net  capi ta l  loss in 2006 of  
$11,000.  You can now use the remaining $7,000 to reduce the man's 
other  income for  2006 or  2005,  or  for  both years.  

Note 
I f  you c la im the remaining net  capi ta l  loss in the year before  
the year of  death,  you wi l l  need to complete Form T1-ADJ,  
T1 ADJUSTMENT REQUEST,  or  send us a s igned let ter  provid ing  
the deta i ls  of  your  request .  Send your Form T1-ADJ or  le t ter  
separately  f rom the deceased's f inal  return.  Apply ing a 2006 net  
capi ta l  loss to a previous year may reduce any capi ta l  gains 
deduct ions the deceased c la imed in that  year or  a fo l lowing year.   
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Net capital losses before the year of death 
The deceased may have had a net  capi ta l  loss before the year of  
death but  never appl ied i t .  I f  so,  you can apply the loss against  
taxable capi ta l  gains on the f inal  return.  I f  the net  capi ta l  loss arose 
af ter  1987 and before 2001,  you wi l l  need to make an adjustment  to 
the inc lus ion rate as expla ined on page 123 [below].  I f  there is  s t i l l  an 
amount  le f t ,  you may be able to use i t  to  reduce other  income on the 
f inal  return,  the return for  the year  before the year of  death,  or  both 
returns.  I f  you decide to c la im th is  loss on the f inal  return,  report  i t  a t  
l ine 253.  

You have to apply net  capi ta l  losses of  ear l ier  years before you apply 
net  capi ta l  losses of  la ter  years.  For  example,  i f  you have net  capi ta l  
losses in 1995 and 1997 and want  to apply them against  your taxable 
capi ta l  gains in 2006,  you have to fo l low a cer ta in order .  F i rs t ,  apply 
your 1995 net  capi ta l  loss against  your  taxable capi ta l  gain.  Then 
apply your 1997 net  capi ta l  loss against  i t .  

The inc lus ion rate used to determine the taxable par t  of  a capi ta l  gain 
and the a l lowable par t  of  a capi ta l  loss has changed over the years.  
I f  the inc lus ion rate of  1/2 for  2006 is  d i f ferent  f rom the inc lus ion rate 
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in  ef fect  the year the loss occurred,  you wi l l  need to adjust  the loss 
before apply ing i t  to  the taxable capi ta l  gain in  2006.  

To apply a previous year loss to 2006,  you wi l l  need to adjust  the 
loss as fo l lows:  

• For a net  capi ta l  loss f rom 1987 or earl ier ,  there is  no adjustment  
required.  

• For a net  capi ta l  loss f rom 1988 or 1989,  mul t ip ly  the loss by 3/4 .  

• For a net  capi ta l  loss f rom 1990 to 1999 ,  mul t ip ly  the loss by 2/3 .  

• For a net  capi ta l  loss f rom 2000,  mul t ip ly  the loss by  [1  ÷  (2  × IR)] ,  
where IR  is  the inc lus ion rate for  2000.  This rate is  f rom Line 16 of  
Part  4 of  the deceased's Schedule 3 for  2000,  or  f rom the 
deceased's NOTICE OF ASSESSMENT or  la test  NOTICE OF 
REASSESSMENT for  2000.  

• For a net  capi ta l  loss f rom 2001 or later,  there is  no adjustment  
required.  

When you make these calculat ions,  you get  the adjusted net capital  
loss.  
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Now you can reduce taxable capi ta l  gains in the year of  death.  To do 
th is ,  use the lower  o f :  

• the adjusted net  capi ta l  loss;  or  

• the taxable capi ta l  gains in the year of  death.  

Af ter  you reduce the taxable capi ta l  gains,  some of  the loss may be 
lef t .  You may be able to use th is  amount  to reduce other  income for  
the year of  death,  the year before the year of  death,  or  for  both years.  
However,  before you do th is ,  you may have to calculate the amount  
you can use.  

I f  you had to adjust  the loss before apply ing i t  to  the 2006 taxable 
capi ta l  gain as descr ibed above,  you wi l l  now have to readjust  the 
loss that  remains as fo l lows:  

• For a net  capi ta l  loss f rom 1987 or earl ier ,  there is  no adjustment  
required.  

• Mult ip ly  any adjusted net  capi ta l  losses f rom 1988 or 1989  by 4/3.  

• Mult ip ly  any adjusted net  capi ta l  losses f rom 1990 to 1999  by 3/2.  
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• Mult ip ly  any adjusted net  capi ta l  losses f rom 2000  by 2 × IR,  where 
IR  is  the inc lus ion rate for  2000.  

• For a net  capi ta l  loss f rom 2001 or later,  there is  no adjustment  
required.  

The resul t  is  your readjusted balance.  From th is  balance,  subtract  
a l l  capi ta l  gains deduct ions c la imed to date,  inc luding those on the 
f inal  return.  I f  there is  an amount  le f t ,  you can use i t  to  reduce other  
income for  the year of  death,  the year  before the year of  death,  or  for  
both years.  

Example 
A woman died in August  of  2006.  You have these deta i ls  about  her  
tax matters:  

Net  capi ta l  loss in  1997,  never appl ied $18,000 

Taxable capi ta l  gain in  2006 $ 6,000 

Capi ta l  gains deduct ions c la imed to date $ 4,000 
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You decide to use the 1997 loss to  reduce the 2006 taxable capi ta l  
gain and to use any amount  le f t  to  reduce other  income for  2006.  

You have to adjust  the 1997 net  capi ta l  loss before you can apply i t .  
Mul t ip ly  i t  by 2/3  to  get  the adjusted net  capi ta l  loss:  

$18,000 × 2/3 = $12,000 

To reduce the 2006 taxable capi ta l  gain,  use the lower of :  

• $12,000 (adjusted net  capi ta l  loss) ;  or  

• $6,000 (2006 taxable capi ta l  gain) .  

Af ter  you use $6,000 of  the loss to reduce the gain to zero,  you st i l l  
have $6,000 ($12,000 – $6,000) le f t .  You can use th is  amount  to 
reduce the deceased's other  income for  2006.  To determine the 
amount  to use,  you have to readjust  the $6,000.  Because the loss 
occurred in 1997,  mul t ip ly  the amount  le f t  by 3/2  to  get  the 
readjusted balance:  

$6,000 × 3/2 = $9,000 

From the readjusted balance,  subtract  a l l  capi ta l  gains deduct ions 
c la imed to date:  
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$9,000 – $4,000 = $5,000 

You can use $5,000 to reduce the deceased's other  income for  
2006.  I f  you decide not  to use the tota l  of  th is  balance in 2006,  you 
can use the amount  that  is  le f t  to  reduce other  income for  2005.  

Note 
I f  you c la im a capi ta l  gains deduct ion for  the year of  death or  the 
year before the year of  death,  subt ract  i t  f rom the balance of  net  
capi ta l  losses you have avai lable to reduce other  income in those 
years.  For  more deta i ls  about  capi ta l  gains and losses,  as wel l  as 
the capi ta l  gains deduct ion,  see guide T4037,  CAPITAL  GAINS.  

Disposition of estate property by the legal representative 
As the legal  representat ive,  you may cont inue looking af ter  the 
deceased's estate through a t rust .  I f  you d ispose of  capi ta l  property,  
the resul t  may be a net  capi ta l  loss.  I f  you d ispose of  depreciable 
property,  the resul t  may be a terminal  loss.  

Usual ly ,  you would c la im these losses on the t rust 's  return.  However,  
in  the t rust 's  f i rs t  taxat ion year,  you can choose to c la im al l  or  par t  of  
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these losses on the deceased's f inal  return.  Any net  capi ta l  loss 
real ized af ter  the date of  death can only be appl ied to the year of  
death.  For  more informat ion,  contact  us.  

Appendix 
Chart 1 – Returns for the year of death 

Section of  T1 General  Income Tax and Benefi t  Return 

Total  income 

Lines 101 to 146 

Final  return 
• al l  income received before death 

• al l  income f rom deemed disposi t ions 

• al l  per iodic payments ( for  example,  rent ,  sa lary,  and accrued 
interest)  
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Return for r ights or things 70(2)  
• salary,  commissions,  and vacat ion pay owed and paid af ter  death 

(Note 1)  

• ret roact ive salary adjustments owed and paid af ter  death 

• CPP and EI  arrears 

• accounts receivable,  suppl ies,  and inventory (Note 2)  

• uncashed matured bond coupons 

• bond interest  earned but  not  received before death 

• div idends declared before the date of  death,  but  not  received 

• crops,  l ivestock (Note 3)  

• work in progress (Note 4)  

Return for a partner or proprietor 150(4)  
• income f rom the business f rom the end of  the business '  f iscal  

per iod to the date of  death 
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Return for income from a testamentary trust 104(23)(d)  
• income f rom the t rust  f rom the end of  the t rust 's  f iscal  per iod to 

the date of  death 

Section of  T1 General  Income Tax and Benefi t  Return 

Deductions for Calculat ing Net income 

Lines 207 to 232 

Final  return 
• al l  deduct ions f rom l ines 207 to 232 that  are a l lowable 

Return for r ights or things 70(2)  
• general ly ,  none of  those deduct ions can be c la imed 

Return for a partner or proprietor 150(4)  
same as for  return for  r ights or  th ings 70(2)  

Return for income from a testamentary trust 104(23)(d)  
same as for  return for  r ights or  th ings 70(2)  
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Line 235 

Final  return 
socia l  benef i ts  repayments 

Return for r ights or things 70(2)  
Note 5 

Return for a partner or proprietor 150(4)  
not  appl icable 

Return for income from a testamentary trust 104(23)(d)  
not  appl icable 

Spli t  deductions (Note 6)  

Section of  T1 General  Income Tax and Benefi t  Return 

Deductions for Calculat ing Taxable income 

Line 248 
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Final  return 
• home re locat ion loans 

Return for r ights or things 70(2)  
Note 7 

Return for a partner or proprietor 150(4)  
not  appl icable 

Return for income from a testamentary trust 104(23)(d)  
not  appl icable 

Line 249 

Final  return 
• secur i ty  opt ions deduct ions 

Return for r ights or things 70(2)  
Note 7 
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Return for a partner or proprietor 150(4)  
not  appl icable 

Return for income from a testamentary trust 104(23)(d)  
not  appl icable 

Line 250 

Final  return 
• other  payments 

Return for r ights or things 70(2)  
not  appl icable 

Return for a partner or proprietor 150(4)  
not  appl icable 

Return for income from a testamentary trust 104(23)(d)  
not  appl icable 
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Lines 251-255 

Final  return 
• losses or  other  deduct ions 

Return for r ights or things 70(2)  
no 

Return for a partner or proprietor 150(4)  
no 

Return for income from a testamentary trust 104(23)(d)  
no 

Line 256 

Final  return 
• vow of  perpetual  poverty 

Return for r ights or things 70(2)  
yes 
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Return for a partner or proprietor 150(4)  
not  appl icable 

Return for income from a testamentary trust 104(23)(d)  
not  appl icable 

Section of  T1 General  Income Tax and Benefi t  Return 

Federal  Non-refundable tax credits (Note 13)  

Lines 300-306 

Final  return 
• al l  personal  amounts 

Return for r ights or things 70(2)  
yes – in  fu l l  

Return for a partner or proprietor 150(4)  
yes – in  fu l l  
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Return for income from a testamentary trust 104(23)(d)  
yes – in  fu l l  

Line 315 

Final  return 
• caregiver  amount  

Return for r ights or things 70(2)  
yes – in  fu l l  

Return for a partner or proprietor 150(4)  
yes – in  fu l l  

Return for income from a testamentary trust 104(23)(d)  
yes – in  fu l l  

Spli t  amounts  (Note 6)  
Line 308 

Final  return 
• CPP or  QPP contr ibut ions 
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Return for r ights or things 70(2)  
Note 7 

Return for a partner or proprietor 150(4)  
not  appl icable 

Return for income from a testamentary trust 104(23)(d)  
not  appl icable 

Line 310 

Final  return 
• CPP or  QPP contr ibut ions on sel f -employed income 

Return for r ights or things 70(2)  
not  appl icable 

Return for a partner or proprietor 150(4)  
yes 
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Return for income from a testamentary trust 104(23)(d)  
not  appl icable 

Line 312 

Final  return 
• EI premiums 

Return for r ights or things 70(2)  
Note 7 

Return for a partner or proprietor 150(4)  
not  appl icable 

Return for income from a testamentary trust 104(23)(d)  
not  appl icable 

Line 313 

Final  return 
• adopt ion expenses 
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Return for r ights or things 70(2)  
yes 

Return for a partner or proprietor 150(4)  
yes 

Return for income from a testamentary trust 104(23)(d)  
yes 

Line 314 

Final  return 
• pension income amount  

Return for r ights or things 70(2)  
Note 8 

Return for a partner or proprietor 150(4)  
not  appl icable 



–  140  –  

Return for income from a testamentary trust 104(23)(d)  
Note 8 

Line 316 

Final  return 
• disabi l i ty  amount  

Return for r ights or things 70(2)  
yes 

Return for a partner or proprietor 150(4)  
yes 

Return for income from a testamentary trust 104(23)(d)  
yes 

Line 318 

Final  return 
• disabi l i ty  amount  t ransferred f rom a dependant  
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Return for r ights or things 70(2)  
yes 

Return for a partner or proprietor 150(4)  
yes 

Return for income from a testamentary trust 104(23)(d)  
yes 

Line 319 

Final  return 
• in terest  on student  loans 

Return for r ights or things 70(2)  
yes 

Return for a partner or proprietor 150(4)  
yes 
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Return for income from a testamentary trust 104(23)(d)  
yes 

Lines 323-324 

Final  return 
• tu i t ion,  educat ion,  and textbook 

Return for r ights or things 70(2)  
yes 

Return for a partner or proprietor 150(4)  
yes 

Return for income from a testamentary trust 104(23)(d)  
yes 

Line 326 

Final  return 
• amounts t ransferred f rom spouse or  common- law partner  
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Return for r ights or things 70(2)  
no 

Return for a partner or proprietor 150(4)  
no 

Return for income from a testamentary trust 104(23)(d)  
no 

Line 330 

Final  return 
• medical  expenses 

Return for r ights or things 70(2)  
Note 9 

Return for a partner or proprietor 150(4)  
Note 9 
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Return for income from a testamentary trust 104(23)(d)  
Note 9 

Line 340 

Final  return 
• char i table donat ions 

Return for r ights or things 70(2)  
Note 10 

Return for a partner or proprietor 150(4)  
Note 10 

Return for income from a testamentary trust 104(23)(d)  
Note 10 

Line 342 

Final  return 
• cul tura l  and ecological  g i f ts  
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Return for r ights or things 70(2)  
yes 

Return for a partner or proprietor 150(4)  
yes 

Return for income from a testamentary trust 104(23)(d)  
yes 

Section of  T1 General  Income Tax and Benefi t  Return 

Refund or Balance owing 

Line 412 

Final  return 
• investment  tax credi t  

Return for r ights or things 70(2)  
no 
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Return for a partner or proprietor 150(4)  
no 

Return for income from a testamentary trust 104(23)(d)  
no 

Line 422 

Final  return 
• socia l  benef i ts  repayment 

Return for r ights or things 70(2)  
Note 5 

Return for a partner or proprietor 150(4)  
not  appl icable 

Return for income from a testamentary trust 104(23)(d)  
not  appl icable 
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Line 425 

Final  return 
• div idend tax credi ts  

Return for r ights or things 70(2)  
Note 11 

Return for a partner or proprietor 150(4)  
not  appl icable 

Return for income from a testamentary trust 104(23)(d)  
Note 11 

Line 427 

Final  return 
• minimum tax carry-over 

Return for r ights or things 70(2)  
no 



–  148  –  

Return for a partner or proprietor 150(4)  
no 

Return for income from a testamentary trust 104(23)(d)  
no 

Line 452 

Final  return 
• refundable medical  expense supplement (Note 12)  

Return for r ights or things 70(2)  
no 

Return for a partner or proprietor 150(4)  
no 

Return for income from a testamentary trust 104(23)(d)  
no 
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Notes 

1.  Salary,  commissions,  and vacat ion pay are r ights or  th ings i f  both 
of  these condi t ions are met:   

• the employer  owed them to the deceased on the date of  death;  
and 

• they are for  a pay per iod that  ended before the date of  death.  

2.  Accounts receivable,  suppl ies on hand,  and inventory are r ights or  
th ings i f  the deceased's business used the cash method.  

3.  This inc ludes harvested farm crops and l ivestock that  is  not  par t  
of  the basic herd.  For  more in format ion,  see Interpretat ion 
Bul let ins IT-234,  INCOME OF DECEASED PERSONS – FARM CROPS,  
and IT-427,  L IVESTOCK OF FARMERS.  

4.  "Work in progress"  is  a r ight  or  th ing i f  the deceased was a sole 
propr ietor  and a professional  [accountant ,  dent is t ,  lawyer ( in  
Quebec an advocate or  notary) ,  medical  doctor ,  veter inar ian,  or  
chi ropractor ]  who had e lected to exclude work in  progress when 
calculat ing h is  or  her  tota l  income. For more informat ion about  
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r ights or  th ings,  see Interpretat ion Bul let in  IT-212,  INCOME OF 
DECEASED PERSONS – RIGHTS OR THINGS,  and i ts  Specia l  Release.  

5.  This amount  can be c la imed i f  OAS or  EI  benef i ts  have been 
reported on th is  return.  

6.  Cla ims spl i t  between returns cannot  be more than the tota l  that  
could be a l lowed i f  you were only f i l ing the f inal  return.  

7.  This amount  can be c la imed i f  re lated employment income has 
been reported on th is  return.  

8.  This amount  can be c la imed i f  pension or  annui ty  income has 
been reported on l ine 115 or  l ine 129 of  th is  return.  

9.  The medical  expenses can be spl i t  between the returns.  Al lowable 
medical  expenses have to be reduced by the lesser  of  $1,884 or  
3% of  the tota l  net  income reported on al l  the returns.  

10.  The amount  that  can be c la imed is  the lesser  o f  the e l ig ib le 
amounts of  char i table donat ions or  100% of  the net  income 
reported on th is  return.  Also,  the tota l  char i table donat ions 
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c la imed on al l  the returns cannot  exceed the e l ig ib le amount  of  
char i table donat ions.  

11.  This amount  can be c la imed i f  d iv idend income has been reported 
on th is  return.  

12.  Use the deceased's net  income f rom the f inal  return and the 
spouse's or  common- law partner 's  net  income for  the ent i re year 
to calculate th is  credi t .   

13.  I f  the deceased was a res ident  of  a province or  terr i tory other  
than Quebec,  he or  she may now also be able to c la im provinc ia l  
or  terr i tor ia l  tax credi ts .  See the provinc ia l  or  terr i tor ia l  pages in 
the deceased's forms book.  

Chart  2 – Income reported on the T3 Trust Income Tax  
and Information Return 

Report  the fo l lowing amounts on l ine 19 of  the T3 TRUST INCOME TAX 
AND INFORMATION RETURN, for  the year in  which you receive the 
income. I f  the income is  received in a year af ter  the year of  death,  
report  i t  on the T3 return for  that  subsequent  year.  
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Type of income Information sl ip 

1.  Severance pay received because of  death.  
As th is  is  a death benef i t ,  up to $10,000 
may be non-taxable.  

T4A, Box 28 

2.  Future adjustments to severance pay 
regardless of  when the col lect ive 
agreement was s igned.  

T4A, Box 28 

3.  Refund of  pension contr ibut ions payable 
because of  death.  T4A, Box 18 

4.  Guaranteed minimum pension payment 
( th is  is  not  a death benef i t ) .  T4A, Box 18 

5.  Deferred prof i t -shar ing p lan payment.  T4A, Box 18 

6.  CPP or  QPP death benef i t ,  i f  not  reported 
by the rec ip ient .  T4A(P),  Box 18 
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Chart  3 – Non-taxable amounts 

Do not  report  the fo l lowing amounts on a T1 f inal  return for  a 
deceased person or  a T3 return for  a t rust :  

1.  Retroact ive adjustments to the fo l lowing employment income when 
a col lect ive agreement or  other  author iz ing inst rument has been 
s igned after  the date of  death:  

• salary or  wages ( inc luding overt ime) f rom the end of  the last  pay 
per iod to the date of  death;  

• salary or  wages ( inc luding over t ime) for  a pay per iod f in ished 
before the date of  death,  but  paid af ter  death;  and 

• payment for  vacat ion leave earned but  not  taken.  

2.  Group term insurance such as the federal  government 's  
supplementary death benef i t .  
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References 
The fo l lowing publ icat ions are avai lable on our  Web s i te at  
www.cra.gc.ca .or  by cal l ing 1-800-959-2221.   

Forms 
T1A Request  for  Loss Carryback 

T1090 Death of  a RRIF Annui tant  – Designated Benef i t  

T1136 Old Age Secur i ty  Return of  Income 

T2019 Death of  an RRSP Annui tant  – Refund of  Premiums 

T2075 Elect ion to Defer  Payment of  Income Tax,  Under Subsect ion 
159(5)  of  the Income Tax Act  by a Deceased Taxpayer 's  
Legal  Representat ive or  Trustee 

TX19 Asking for  a Clearance Cert i f icate 
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Guides 
P113 Gi f ts  and Income Tax 

RC4060 Farming Income and the CAIS Program 

RC4064 Medical  and Disabi l i ty-Related Informat ion 

RC4112 Li fe long Learning Plan (LLP) 

RC4135 Home Buyers '  Plan (HBP) 

RC4408 Farming Income and the CAIS Program Harmonized Guide 

T4002 Business and Professional  Income 

T4003 Farming Income 

T4013 T3 Trust  Guide 

T4037 Capi ta l  Gains 

T4040 RRSPs and Other Registered Plans for  Ret i rement 

T4055 Newcomers to Canada 

T4056 Emigrants and Income Tax 
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Information circulars 
82-6 Clearance Cert i f icate 

92-2 Guidel ines for  the Cancel lat ion and Waiver  of  Interest  and 
Penal t ies 

Interpretation bulletins 
IT-210 Income of  Deceased Persons – Per iodic Payments and 

Investment  Tax Credi t  

IT-212 Income of  Deceased Persons – Rights or  Things,  and i ts  
Specia l  Release 

IT-234 Income of  Deceased Persons – Farm Crops 

IT-244 Gi f ts  by Indiv iduals of  L i fe Insurance Pol ic ies as Char i table 
Donat ions 

IT-278 Death of  a Partner  or  of  a Ret i red Partner  

IT-305 Testamentary Spouse Trusts 

IT-326 Returns of  Deceased Persons as "Another Person" 
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IT-349 Intergenerat ional  Transfers of  Farm Property on Death 

IT-419 Meaning of  Arm's Length 

IT-427 L ivestock of  Farmers 

IT-456 Capi ta l  Property – Some Adjustments to Cost  Base 

IT-478 Capi ta l  Cost  Al lowance – Recapture and Terminal  Loss 

IT-508 Death Benef i ts  

IT-519 Medical  Expense and Disabi l i ty  Tax Credi ts  and At tendant  
Care Expense Deduct ion 

Information sheets 
RC4111 What to Do Fol lowing a Death 

RC4177 Death of  an RRSP Annui tant  

RC4178 Death of  a RRIF Annui tant  
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Your opinion counts! 

 

We review our publ icat ions each year.  I f  you have any 
comments or  suggest ions to help us improve them, 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 

 


