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CHANGES FOR 1987
Changes in the Return and Schedules for 1987

Several changes have been made to the T3 Trust Income Tax Return and Infor-
mation Return and Schedules. On page 2 provision for including “straddle
year” dividends has been made on lines 1 to 5; also on lines 28 to 39, direct
and indirect expenses are to be applied against specific sources of income.
Page 4 now contains a “Questionnaire” and Investment income details are to
be reported on Schedule 6. Schedules 5B and 5C replace Form T672, ‘Calcu-
lation of a Trust's Designation of its “Net Taxable Capital Gains” and “Eligible
Taxable Capital Gains Exemption”’ and Form T673 ‘Calculation of a Spouse
Trust Capital Gains Exemption for its 1985 Taxation Year During Which the
Spouse Died' respectively.

Legislative Changes for 1987

- If a trust received dividends in 1987, the actual amount received is grossed
up by one-third to arrive at the taxable amount. The dividend tax credit is
calculated as 16 2/3% of the taxable amount.

- The individual surtax rate has been revised to 3%.
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INTRODUCTION

This Guide contains information for the completion of the 1987 Trust Income
Tax and Information Return (referred to in this Guide as the T3 Return). Ordi-
narily the Guide will be all that is needed to complete the T3 Return. If circum-
stances arise whereby the information is not covered in the Guide, you may
refer to the Interpretation Bulletins and Information Circulars which are
referred to throughout the Guide. These Bulletins and Circulars are available
at your District Taxation Office.

Starting with the section titled “Completion of The T3 Return” each Guide
item is preceded by the line number on the T3 Return or appropriate Schedule.
The line numbers are in sequence and are shown beside the Return/Schedule
as listed in the “Forms Available For Filing” section of this Guide.

This information is intended as a guide only and is not a substitute for the
Income Tax Act and Regulations. To further assistin the more technical matters
which may arise the Topic Heading also contains references to relevant pro-
visions of the Income Tax Act.

FORMS AVAILABLE FOR FILING
T3 RETURN (lines 01 to 98)

The T3 Return consists of a four page form and related schedules on which
the preparer reports four basic requirements:

1. ldentification of the trust and residence.
2. Sources of income and expenses to arrive at Net Income.

3. The income allocation or designation, or both, to the beneficiaries. Page 3
of the Return shows the allocation deduction to determine Net Income and
" it also serves as the Summary for the T3 Information Return.

4. Deductions to arrive at Taxable Income and determination of tax payable,
if any.

SCHEDULES
The following Schedules, if applicable, should be completed:

Schedule 1 — Calculation of Gross-up of Dividends retained by trust
(lines 103 and Interest and Dividend Income Deduction.

to 138)

Schedule 2A — Calculation of Federal Income Tax

(lines 201

10 223)

Schedule 2B — Calculation of Minimum Tax

(lines 240

to 292)

Schedule 3A - Calculation of Provincial Income Tax of Manitoba,
(lines 301 Saskatchewan, Alberta and of Territorial Income Tax of
to 352) the Northwest Territories.

Schedule 3B - Calculation of Provincial Income Tax of British Columbia,
{lines 301 Ontario, Nova Scotia, New Brunswick, Newfoundland,-
to 396) Prince Edward Island and of Territorial Income Tax of

Yukon.



Schedule 5A - Summary of Dispositions of Capital Property.
(lines 501 '

to 516) ' ‘
Schedule 5B — Calculation of a Trust’s “Net Taxable Gains™ and
(lines 520 Beneficiary’s Share Eligible for Deduction.

to 540)

Schedule 5C - Calculation of Capital Gains Deduction for a Spouse
(lines 550 Trust.

to 560)

Schedule 6 - Statement of Investment Income

{lines 601 '

to 612)

Schedule 7 — Statement of Real Estate Rentals

{lines 701

to 703)

Schedule 8 - Capital Cost Allowance (Depreciation)

(lines 801 ’ .

to 803)

Information Slips
The following information slips are to be completed if applicable:

T3 - Information Slip for recording amounts paid or payable
Supplementary  to a trust beneficiary or amounts elected to be included in
a beneficiary's income. -

NR4 — Statement of amounts paid or credited to non-residents
Supplementary  of Canada.

Details of how to complete the information slips are contained in the Comple-
tion of Forms section, see alphabetical mdex for page number. {Completion of
Form T3 Supplementary etc.).

Books and Records

Books and records necessary to verify the accuracy of reported gross and
net income from business or property must be kept available for examination
and may not be destroyed without permission from the Department.

GENERAL INFORMATION
Who Should File a T3 Return

1. Every person (including an individual, a corporation or an institution) act-
ing in the capacity of executor, trustee, administrator, assignee or receiver
having ownership or control of a property on behalf of some other person,
(in a “fiduciary capacity) must file a T3 Return if they are in receipt of
income, gains or profits from that property or has disposed of a capital
property and '

(a) either the “Gross” income at lines G11, G12 G13 and G14 or “Total
Income” at line 16 exceeds $ 500.00, .

(b} the income designated, paid or payable to any single beneflclary
exceeds $ 100.00, or

{c) any portion of the income is taxable in the trust, or

(d) ‘any portion of the income is allocated to a non-resident beneficiary
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2. A T3 Return must be filed for the registered and non-registered funds of
a Segregated Insurance Fund Trust.

3. Communal organizations must file a T3 Return. See Information Circular
78-5R2.

4. The filing requirements among other details for the trusts listed below,
are covered in Information Circular 78-14R2.
-~ Employee Profit Sharing Plan
- Deferred Profit Sharing Plan
- Revoked Deferred Profit Sharing Plan
- Supplementary Unemployment Benefit Plan
— Registered Retirement Savings Plan
-~ Amended Registered Retirement Savings Plan
- Registered Charities
— Registered Pension Fund or Plan

5. The filing requirements for a trustee of a Retirement Compensation
Arrangement are given in the Retirement Compensation Arrangement
Guide which will be available at your District Taxation Office early in 1988.

6. Atrustee or receiver appointed under the Bankruptcy Act acting on behalf
of an individual files a T1 Return rather than a T3 Return

7. An agent, nominee or custodian not acting in a fiduciary capacity need
not file a T3 Return but should file a T5 Information Return if acting on
behalf of a resident of Canada or an NR4-NR4A Return if acting on behalf
of a non-resident of Canada.

8. A trustee of a Trust exempt from Income Tax under Part | of the Income
Tax Act is not required to file a T3 Return.

Filing Requirements - Where and When

One completed T3 Return and applicable schedules, together with copies 1
and 2 of form T3 Supplementary where required, is to be forwarded to the
Department within ninety days from the end of the trust’s taxation year. The
mailing address of the person filing the return, as shown on page 1 of the T3
Return, determines to which Taxation Centre the return is to be mailed.

Trusts Served by District Taxation Offices Should File With
located in :

British Columbia Taxation Centre,
Surrey,
British Columbia
V3T 5E6

Manitoba, Saskatchewan and Aiberta Taxation Centre,
: Winnipeg,
Manitoba
R3C 3M3

Newfoundland, Prince Edward Island, Taxation Centre,
Nova Scotia and New Brunswick St. John's,

’ Newfoundland

A1B 322

Montreal, St.Hubert and Laval Taxation Centre,
Shawinigan,
Quebec
G9N 7Vv9



Quebec City, Sherbrooke and Rouyn Taxation Centre,
Jonquiere,
- Quebec
G7S 51

Toronto, Mississauga, Scarborough Taxation Centre
and Ottawa . Ottawa, Ontario
. K1A 1A2

All other areas of Ontario Taxation Centre,
Sudbury,
Ontario
P3A5C2

NOTE: Please clearly indicate the name of the Trust, followed by the word
“Trust” on any correspondence sent to Taxation Offices or Centres if it con-
cerns a trust. :

Taxation Year 150(1), Income Tax Regulation 204.

The taxation year of a testamentary trust may, but need not, coincide with
the calendar year. The first fiscal period of the trust will commence on the day
after death and end at any time within the next twelve months as selected by
the trustee. Once this year end is established, it may not be changed without
prior approval of the Department. A testamentary trust return must be filed
within 90 days from the end of the trust’s established taxation year.

The taxation year of an inter vivos trust must always coincide with the cal-
endar year. An inter vivos trust return must be filed within 90 days from the
end of the trust’s taxation year. '

On the winding-up (discontinuance) of a trust, the taxation year of the trust
will end on the date of the final distribution of the assets. The final return
covering this usually shortened taxation year must be filed within 90 days of
the date of winding-up the trust. For further comments see “Clearance
Certificates”. . ‘

Late Filing Penalties 162(1),235(1).

As anincome tax return, a T3 Return not filed by the required date is subject
to a late filing penalty of 5% of the unpaid tax at that date plus 1% per month
up to a maximum of twelve months that the return was past due. As an infor-
mation return the penalty for failure to file a T3 Return by the due date is $10
per day for each day the return is late filed to a maximum of $2,500.

Interest

Interest at the prescribed rate is charged on unpaid tax owing as a result of
an assessment or a reassessment of the return. Interest at the prescribed rate
is credited on overpayments refunded after filing due date. This interest is to
be reported at line 07 of the T3 Return for the year of receipt and qualifies for
the Interest and Dividend Income Deduction. ' :

Types of Trusts
Testamentary Trust  108(1)(i).

Atestamentary trust is a trust, or estate that arose upon and in consequence
" of the death of an individual. The terms of the trust are established by the Will,
by law in the case of an intestacy or by court order e.g. pursuantto dependant’s
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relief legislation. A trust return may not be required where an estate is dis-
tributed immediately at death. In the instance where a T3 Return is not filed
the trustee should furnish the beneficiary with a statement showing the
respective share of the estate to which the beneficiary is entitled.

Atestamentary trust does not include:
{a) atrust created by a person other than a deceased individual;

{b) a trust created after November 12, 1981 if, before the end of the taxation
year, property has been contributed to the trust otherwise than by an indi-
vidual on his/her death; .

(c) atrustcreated before November 13, 1981 if, after June 28, 1982, property
has been contributed to the trust otherwise than by an individual on his/
her death or if, at any time the fair market value of all property owned by
the trust that was contributed to the trust by persons other than the indi-
vidual on death and property substituted therefor exceeds the fair market
value of all property owned by the trust which was contributed by an indi-
vidual on his’her death and property substituted therefor.

Where a trustee has retained control of the assets rather than distributing
them according to the Will, the trust may become an inter vivos trust. if this is
the case and the fiscal period of the trust is other than a calendar year, the
trustee should contact the Department for assistance in changing the year end.

Inter Vivos Trust  108(1)(f).

An inter vivos trust is a trust other than a testamentary trust.

Spouse Trust 70(6), 74.1.

A spouse trust may he either a testamentary trust or an inter vivos trust
created by an individual for a spouse and under which:

(a) the individual’s spouse is entitled to receive all of the income of the trust
that may arise during the spouse’s lifetime,

and

{b) only the spouse during the spouse’s lifetime may receive, or otherwise
obtain, the use of any income or capital of the trust.

The effect of the provisions of a spouse trust are that any accrued capital
gains, recapture of capital cost allowances, capital losses and terminal losses
which pass to the spouse trust are deemed to be deferred until the time of
actual disposition by the spouse or spouse trust or until the death ofthe spouse,
whichever occurs first.

If benefits to the spouse change or cease upon remarriage, the trust would
not qualify as a spouse trust.

A testamentary spouse trust may be eligible for a Taxable Capital Gains
Deduction for its taxation year in which the spouse dies. Refer to the Taxable
Capital Gains Deduction information.

Transfers and Loans to Spouse Trust 74.1(1).

While the settior of an inter vivos trust is alive, the settlor is required to report
income from property transferred to the trust by him/her in his/her own Indi-
vidual Income Tax return. Income from loans by the settlor to the trust are
subject to the same rules where the loan was made to the trust after May 22,
1985 and to loans made before May 23, 1985 which are outstanding after 1987.
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Thetrustisrequired to file a T3 Return and issuea T3 Supplementary reportmg ’
the income as that of the settlor

Trust for a Minor 104(18).

If the beneficiary of a testamentary or inter vivos trust has a vested interest
in a trust which has accumulated income only because the beneflclary is a
minor, the income shall be considered to have been payable to the minor and
taxable in the minor’'s hands.

Transfers and Loans to A Trust For A Minor 74.1(2).

Income from property transferred to a trust for a minor which, under the
terms of the trust is to be taxed in the hands of the minor is attributed to the
settior and must be taxed in his/her hands while residentin Canada. The settlor
is not required to report the income of the trust where the beneficiary has,
before the end of the year, attained the age of 18, where the beneficiary is not
a “designated person” (see note below) or where the income is taxed in the
trust.

Note: A “designated person” is defined under subsection 74.5(5) of the Income
‘Tax Act as the transferor’s spouse, a person under the age of 18 years with
whom the transferor does not deal at arm’s length (related) or who is the trans-
feror’s niece or nephew. '

The same rule also applies to loans made to an infant trust as does to the
spouse trust referred to above.

Unit Trust 108(2).

A unit trust is an inter vivos trust where at any time the interest of a bene-
ficiary in the trust is described by reference to units of the trust and the trust
satisfies the conditions of paragraphs 108(2){(a} or (b} of the Income Tax Act.

Mutual Fund Trust 132.

A mutual fund trust is a unit trust residing in Canada whose only undertaking
is the investing of its funds and it complies with the conditions prescribed
under Income Tax Regulations 4801 and 4802. Form T184 is available from
your District Taxation Office to assist ln the calculation of capital gams refund
for mutual fund trusts.

Communal Organization 143.
Where a congregation; .
{a) the members of which live and work together,

{b) thatdoes notpermitany ofits membersto own property in their own right,
and

(¢) that requires that its members devote their working lives to the activities
of the congregation

carries on one or more businesses or has the effective management or control
of one or more corporations, trusts or other persons that cariy on one or more
businesses for purposes that include supporting or sustaining its members or
the members of any other congregation, an inter vivos trust is considered to
have been in existence on December 31, 1976 and continuously thereafter.

A communal organizatlon must file a T3 Return and pay tax as though it
were an inter vivos trust. However, it can elect to allocate its income to the
beneficiaries.

Information Circular 78-56R2 deals with this subject in considerable detail.
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Segregated Insurance Fund Trust 138.1.

For 1978 and subsequent taxation years, a segregated insurance fund trust
is deemed to be an inter vivos trust. The property in a non-registered segre-
gated fund of a life insurer is deemed to be held in a trust in which the income
is payable in the year to the policyholders or other beneficiaries and the insurer
is the trustee.

The registered funds of a segregated insurance fund are tax exempt.

A T3 Return, with financial statements, must be filed for each registered and
non-registered fund.

Registered Retirement Savings Plan Trust

Atrust governed by a registered retirement savings plan is generally exempt
from taxation. However, there are exceptions, the most common is if the last
annuitant under a registered plan has died and all the funds have not been
pald out of the trust in the taxation year. In this case, the trust is taxable onits
income for each year after the death of the last annuitant.

Employee Trust 248(1).

An employee trust is an arrangement made after 1979 under which pay-
ments are made by an employer to a trustee in trust soley for the benefit of
employeesifthe trustee has elected to qualify the arrangementas anemployee
trust in its initial return of income filed within 90 days from the end of its first
taxation year. Contributions to the plan are not deductible by the employer
where this election has not been made. To maintain its status, the trust must
allocate each year to its beneficiaries all non-business income in respect of the
year, including employer contributions. Business income is excluded from the
allocation and is taxed in the trust according to the provisions of subsection
104(6) of the Income Tax Act. The amount allocated is taxed in the beneficiaries’
hands in the year of allocation as income from employment, per paragraph
6(1)(h) of the Income Tax Act and must be reported on form T4A Supplemen-
tary NOT on form T3 Supplementary.

Investment Income of Certain Clubs 149(1){l), 149(5).

A club, society or association organized and operated exclusively for social
welfare, civic improvement, pleasure or recreation or for any other purpose
except profit, no part of the income of which was payable to, or was otherwise
available for the personal benefit of any proprietor, member or shareholder
thereof, is exempt from income tax, except that the income from property of
certain clubs in excess of $2000 in a taxation year is subject to tax. Where, for
any period of time, the main purpose of a non-profit organization is to provide
dining, recreational or sporting facilities to its members, an inter vivos trust is
deemed to be created. The club is required to file a T3 Return where the total
income from property {before the $2,000 deduction) exceeds $500 for the cal-
endar year. Tax is payable by the trust upon its taxable income for each taxation
year using the 34% Federal income tax rate applicable to certain inter vivos
trusts under subsection 122(1). Further details on the taxation of these orga-
‘nizations are contained in Interpretation Bulletin IT-83R2.

Residence of Trust

The residence of a trust or estate outside Canada or in Canada, or in a par-
ticular province or territory within Canada, is a question of fact to be deter- -
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mined according to the circumstances in each case. However, a trust is gen-
erally considered to reside where the trustee, executor, administrator or other
legal representative who manages the trust or controls the trust assets resides.
For further information, obtain Interpretation Bulletin [T-447.

Completion of The T3 Return

Completion of Page 1
Identification Area

This area of the trust return should be completed in full, items a) to i) all
require responses, j) only if applicable, k} to o) must be completed. ltem m)
Type of Trust is of particular importance since correct completion will enable
the Department to determine the applicable rate of tax, if any. If the trust is
identified as an “Other inter vivos trust”, item m) A.6. please specify the type
of trust on the line provided. ltem ¢) will determine the residence of the trust
and the appropriate province or territory for tax calculation purposes. The
mailing address, if different from the residence of the trust determines towhich
Taxation Centre the Return is to be mailed; see list under Filing Requirements
— Where and When. .

Lines 84-88
Credits

The various credits referred to on lines 84 to 88 should be recorded on their
respective line. In the case of tax deducted-at source, {line 85) and reflected on
an information slip, the amount must be claimed by the trust, either as a credit
against tax owing or as a refund.

Completion of Page 2 Lines 01 to 39

_ Ifthe trust has investmentincome to report, Schedule 6 Statement of Invest-
ment Income should be completed first.

Line 01 and Line 04
Actual Amount of Eligible 1986 Dividends 1 10.1.
Actual Amount of Eligible 1987 Dividends

Certain taxable dividends received from taxable Canadian corporations are
eligible for the interest and dividend income deduction. Generally, the divi-
dends which are eligible are taxable dividends received from a taxable Cana-
dian corporation with which the trust deals at “arm'’s length”. The expression
"arm's length” is used in the Income Tax Act and a trust that controls the cor-
poration paying the dividend or is a member of a related group that controls
the corporation would not deal with the corporation at “arm’s length”. For
further information, obtain Interpretation Bulletin IT-333R4 and Interpretation
Bulletin IT-419.

For an explanation for recording the 1986 and 1987 dividends separately see
the comments under Line 03 and line 06 below.

Line 02 and Line 05 (
Actual Amount of Ineligible 1986 Dividends
Actual Amount of Ineligible 1987 Dividends

The dividends entered on these lines will include those received from cor-
porations with which the trust does not deal at arm’s length. Provision is made
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on Schedule 6 for listing the dividends reported on lines 01, 02, 04 and 05.
Attach any information slips received.

Line 03 and Line 06
Total 1986 Dividends and Total 1987 Dividends

As both the gross-up rate and dividend tax credit rate have changed in 1987
for taxable Canadian dividends, a testamentary trust having a fiscal period
straddling 1986 and 1987 may apply the 1986 rates to those dividends received
in the 1986 portion of the fiscal period. This applies to dividends retained in
the trust or designated to beneficiaries. For this reason, separate totals are
required to separate the 1986 dividends, if any, from the 1987 dividends. The
gross-up rate for 1986 is 1/2 and for 1987 1/3. The dividend tax credit rate based
on the gross-up amount for 1986 is 68% and for 1987, 66%:%; when calculated
on the grossed-up dividend, it is 22%4% for 1986 and 16%4% for 1987.

Line 07
Eligible Interest

Bond interest, including one-half of any cash bonus reported in 1987 from
a Series 35 Canada Savings Bond, bank interest, mortgage and other types of
interest received by the trust or credited to the trust’s account during the year
are income. Generally, interest income received from Canadian sources is eli-
gible for the interest and dividend income deduction.

Line 08
Ineligible Investment Income

Certain interestincome is noteligible for the deduction e.g. interest received
from a partnership by a partner, interest received from foreign sources and
interest received in situations where the taxpayer is “not dealing at arm’s
length” with the payor. The expression “not dealing at arm’s length” used in
the Income Tax Act normally applies to transactions between “related
persons”,

Provision is made on Schedule 6 for listing the interest reported on lines 07
and 08. Attach any information slips received.

Note: In the first year of a testamentary trust, the interest income which was
accrued to the date of death and reported in the deceased’s final T1 return
should not be included in the interest received and reported on the T3 Return.
For more information on the method of reporting interest income, refer to item
121(a) of the 1987 T1 General Tax Guide and the 1987 Guide-T1 income Tax
Returns for Deceased Persons, and Interpretation Bulletin IT-396R.

Line 09
Taxable Capital Gains
3, 38, 39, 40(1), 110.6, 111, 138.1(3).

Calculate the taxable capital gains and allowable capital losses of the trust
on Schedule bA. Enter the amount on line 09 from line 516 of Schedule 5A if
it is a net taxable capital gain. Where a trust's allowable capital losses, except
allowable business investment losses (as described at line 22), exceed its tax-
able capital gains such an excess cannot be allocated to the beneficiaries
(except as described under Completion of Page 3 Amounts Designated/
Allocated) nor deducted against other income of the trust in 1987 and subse-
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quent taxation years. A net capital loss may be applied against taxable capital

gains of other years; See lines 51B and 51C for further information on losses.

Note that in the first taxation year of the trust an excess of capital losses over

capital gains can be elected, by the legal representative, to be applied against

income in the final T1 Return. See the sectlon on Testamentary Trust 164(6)
Election.

Line 10
Superannuation or Pension Payments
56(1)(a)(i), (iii), 248(1).

The amount to be entered on this line mcludes items such as a single pay-
ment out of a pension fund or a death benefit. If the trust received an amount
for a deceased person'’s service in employment and the income is to be taxed
in the trust according to the provisions of the trust document, the trust may
be able to exclude up to $10,000 of the death benefit from income. To deter-
mine the taxable portion to be reported at line 10, obtain interpretation Bulletin
IT-508 “Death Benefits Calculation”. The Canada Pension Plan Death Benefit
does not qualify for this exclusion. Interpretation Bulletin IT-301 deals with the
qualifying and non-qualifying payments in more detail. For information on
amounts paid or payable, designated or transferred {under paragraph 60(j))
see the instructions for “Completion of Page 3 Lines 40 to 76" of the T3 Return.
See also comments at Line 67 of this Guide.

Line 11
Business Income

A trust carrying on a business must use the accrual method of determining
its net business income. A Profit and Loss Statement and Balance Sheet for
each business must be attached to the return. In all cases, enter the gross and
net income amounts of teach business on page 2 of the T3 Return.

Line 12 and Line 13
Farming Income and Fishing Income

Trusts having income from farming and fishing may dse either the cash or
accrual method of determining their income for the taxation year. A Statement
of Income and Expenses must be attached to the return. Statements are con-
tainedinthe Farmer’s Income Tax Guide and the Fishérman’s income Tax Guide
for your use and information in determining income from these sources. Farm-
ing and Fishing income when designated to resident beneficiaries or members
of a communal organization is considered farming or fishing income for pur-
poses of averaging under section 119 of the Income Tax Act. For this purpose,
income should be reported in Box (G) of the T3 Supplementary and identified
as “FARM INCOME" or “FISHING INCOME" in the blank space below boxes
(R), {S) and (T) of the T3 Supplementary.

Line 14 ‘
Real Estate Rental Income

Enter the Gross and Net income from Schedule 7 or similar Statements. The
gross rental income is the total rental income, in the case of a partnership the
gross rentfigure is the total rental income ofthe partnership. Netrental income
will be shown on Schedule 7 or similar statements; for a partnership show
onlythetrust’s share. Note that normally aloss may not be created or increased
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by capital cost allowance. For further information, obtain Interpretation Bul-
letin IT-195R3 and Interpretation Builetin IT-367R2.

Rental of Part of Building

Atrustwhich rents only part of a building mustinclude in income the amount
of rent received in the year and may claim as deductions therefrom the
expenses incurred to earn that rent. Those expenses which relate specifically
to the rental portion may be claimed in full, but those which relate to the build-
ing as a whole (e.g. taxes, insurance) may be claimed only in the proportion
that the rental portion is of the whole building, such apportionment being
made on a reasonable basis such as square feet or metres, number of rooms.

Line 15
Other Income

Under “Other Income” report the total of any type of income not itemized
on the Return or Trust Schedules, such as royalty income or commissions
received in the taxation year.

Deductions From Total Income

Line 17
Carrying Charges 18(1)(a), 20(1(c), 20(1)(bb).

Carrying charges paid to third parties include interest on money borrowed
to earn investment income, fees paid for the management or safe custody of
such investment, safety deposit box charges, accounting fees paid for the
recording of investmentincome, and investment counsel fees paid. Brokerage
feesincurred in the sale of securities are allowable expenses against proceeds
from a capital disposition (see Trust Schedule 5A) but cannot be included as
a carrying charge.

Interest on a life insurance policy loan used to earn income is deductible,
providing the interest is actually paid and not added to the adjusted cost base
of the policy. If you are claiming interest paid on a policy loan during 1987, you
must have the insurer complete form T2210 “Verification of Policy Loan Inter-
est by the insurer”. The compieted form should be filed with your T3 Return
or the interest may not be deductible.

Carrying charges incurred on both Canadian and foreign investment income
must be apportioned on a reasonable basis and the calculation attached to the
T3 Return. .

Alist of the different types and amounts of carrying charges claimed should
be attached to the T3 Return and the total entered at line 17 on Page 2 of the
T3 Return,

Line 20
Trustee Fees 9(1), 20(1)(bb).

Executor and trustee fees are deductible from the income of the trust when
paid to a person for advice regarding purchasing, selling, administration or
management of shares and securities, provided that person’s principal busi-
ness includes such activities.

Other than the above trustee fees, executor and trustee fees may be deduct-
ible in determining a trust’s profit from a business or property for the year. All
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executor or trustee fees are income to the recipient. If such fees are paid to a
person who does not act in this capacity in the normal course of a business,
refer to the Employer’s and Trustee’s Guide for reporting requirements.

Line 21
Capital Cost Allowance Not Allocated to Beneflclarles
20(1)(a), 104(16), 104(17.1)

There will be some cases where all or part of the capital cost allowance
{depreciation) will be designated to the beneficiaries of the trust. Normally this
will be at the discretion of the trustee; however, any C.C.A. designated in the
year to a beneflclary cannot exceed an amount proportionate to the benefi-
ciary's share of the income of the trust. The amount of capital cost allowance
which may be deducted from “Total Income” (line 16 on page 2 ofthe T3 Return)
is the balance after any designations to beneficiaries and should not include
the amount, if any, of capital cost allowance designated to a beneficiary. See
Capital Cost Allowance {Depreciation) section for more information.

Line 22
Allowable Business Investment Losses 39(1){(c), 39(1 0)

A capital loss from the disposal of shares or certain debts of a small business
corporation to a person with whom a trust deals with at “arm’s length” may
qualify as a Business Investment Loss. Beginning in 1986, the business invest-
ment loss of a trust may be subject to a reduction in determining the allowable
portion that may be claimed. Where the trust has designated part or all of its
”Ellglble Taxable Capital Gains”, on Schedule 58, to a beneficiary of the trust
ina prevnous taxation year, the reduction in the trust’s business investment
loss is equal to the lesser of:

a) the trust's business investment loss for the year otherwise determmed
and

b) twice the amounts designated by the trust under subsection 104(21.2) of
the Income Tax Act for the preceding taxation years minus any other busi-
ness investment loss of the year or of a previous year that was reduced
under this provision.

NOTE: Any reduction in a trust’s business investment loss in a year under this
provision means that the amount of the reduction will be treated as a capltal
loss of the trust in the year that the reduction is applicable.

One half of the business investment loss represents an allowable busmess
investment loss which is deductible from all sources of income in the year it
is incurred.

Any unused loss is treated as a non-capital loss and may be deductible from
income in other years. Any remaining balance of the loss that was not deducted
as a non-capital loss becomes a capital loss in the seventh year after it was
incurred. Report an allowable business investment loss at line 22 on page 2
of the T3 Return. (Do not record the loss on Trust Schedule 5A}. Only the Capital
Loss arising from the reduction in the Business Investment Loss is-reported at
line 509 on Trust Schedule 5A. . '

Obtain the ”T1 Guide for Capital Gams" for more details.

Line 23
Other Deductions 18(1)(a), {b), 18(2), 20(1 )(v 1) 53(1 )(h).
Other deductions could include legal fees, office expenses, accounting fees,
etc.; however, any amounts claimed must be expended to earn the income of -
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the trust and not pertain to the capital assets of the trust or to personal expend-
itures of the beneficiaries or trustees. Funeral expenses, for example are not
an allowable deduction from income.

A trust which reports royalty income may claim a resource allowance. Any
royalty income allocated to beneficiaries loses its identity; therefore, a bene-
ficiary cannot claim the resource allowance.

Line 26
Upkeep, Maintenance, Taxes Beneficiary

" Amounts paid in the year out of the income of a trust for the upkeep or

maintenance of property or for taxes in respect of property that, under fhie ---

terms of the trust, is required to be maintained for a beneficiary (e.g. life tenant
of a dwelling) must be included in that beneficiary’s income in the year of
payment and should be inciuded on the form T3 Supplementary for the
beneficiary.

Lines 28 to 39
Application of Expenses Against Specific Types of Income

Expenses are to be applied against income to which they relate and must
be deducted by the trust before any designation of income to beneficiaries.
Far purpases of the application Direct expenses refer to the interest expense
incurred by a trust to earn interest and taxable dividend income eligible for
the interest and dividend income deduction. This interest expense is on either
borrowed money or on an amount payable for acquisition of property used to
earn such eligible income.

Indirect expenses are other expenses on lines 17, 20, 21 and 23 which were
incurredto earnincome and should be reasonably apportioned againstincome
to which they relate. However, where all the income is designated or allocated
to beneficiaries, the Department will permit an alternative allocation in order
to provide the maximum possible flow-through to a beneficiary of both the
. dividend tax credit and the interest and dividend income deduction. See Inter-
pretation Bulletin IT-372R for more information and conditions for acceptance
of this alternative allocation.

The resulting net income on lines 28 to 38 is available for designation/allo-
cation on page 3. For dividends designated the gross-up amount is based on
this net amount.

Completion of Schedule 6 Lines 601 to 612

Statement Of Investment Income

The Dividend lines 601 to 604 allow for reporting of both 1986 and 1987
dividends for those trusts with a fiscal period commencing in 1986 and ending
in 1987.

Lines 601-602
Dividends Eligible For interest And Dividend Income
Deduction

List actual amounts of dividends received eligible for the interest and divi-

dend income deduction as per box {A} on forms T3 Supplementary and T5
Supplementary (attach any information slips received).
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Carrying charges relating to these ehglble dividends should be shown on
Schedule 6, line 607.

Lines 603-604
Dividends Not Eligible For Interest And Dividend Income
Deduction

List actual amounts of dividends received not eligible for the interest and
~ dividend income deduction as per Box (B} on forms T3 Supplementary and
Box (E) on forms T5 Supplementary (attach any information slips received).

-Link 605
Interest From Canadian Sources Eligible For Interest And
Dividend Income Deduction

List interest from Canadian sources. Generally, interest from bank deposits,
bonds, mortgages and notes qualify (attach any information slips received).

Line 606
Investment Income Not Eligible For Interest And Dividend
Income Deduction

Listinterestincome not eligible for the deduction {e.g. foreign interest, inter-
est received from a partnership by a partner and interest received by a trust
that was not dealing at “arm’s length” with the payor).

As in the case of any other foreign income, investment income from sources
outside Canada should be expressed in Canadian currency, converted at the
rate of exchange prevailing at the time the income was received. The amount
to be reported is the amount of such income before deducting any tax withheld
at source.

Line 607
Interest Expense Related To Ellglble Iinterest And Dividend
Income

Apportion interest expense applicable to amounts eligible for the interest
and dividend income deduction. The total amount, before apportionment,
should be entered at line 30, Page 2 of the T3 Return. See “Lines 28 to 39
Application of Expenses Against Specific Types of Income”.

Completion of Page 3 Lines 40 to 76
Amounts Designated

Amounts Allocated

To Particular Beneficiaries

104{(17), (19), (20), (21), (26), (27), (29)/104(6)

This area of the return provides for the desngnatlon/allocétlén of income to
beneficiaries, the determination of Net Income of the trust and the calculation
of Taxable Income of the trust.

The words “Designated” and “Allocated” are used in the following context.
A trustee may choose to “Demgnate certain types of trust income such as
dividends, taxable capital gains, interest income, foreign income, pension or
superannuation benefits and death.benefits. If siich a designation is made, the
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income so designated (which must be paid or payable in accordance with the
terms of the Will/trust document or elective in the case of a preferred benefi-
ciary election) retains its identity as it is deemed to be received by the bene-
ficiary rather than by the trust. “Allocation” indicates a flow-through of trust
income without regard to its source and on the basis of its being paid or pay-
able in accordance with the trust document or on a discretionary basis by a
preferred beneficiary election. When a “Designation” is not made but the
income is “Allocated” the allocations are to be reported-on page 3, line 47, as
“Other Income”, the income having lost its identity. See Interpretation Bulletin
IT-342 which deals with trust income payable to beneficiaries.

When trust income is designated/allocated to beneficiaries or taxed in the
trust it must be done according tothe provisions of the Will or trust document.
An exception is an inter vivos trust created since 1934 in which property {(or
property substituted therefor) which has not been absolutely vested and is
subject to the discretionary power of the settlor of the property, could revert
to the settlor or pass to persons to be subsequently determined by the settlor.
Any income therefrom is deemed to be the income of the settlor during the
settlor’s lifetime while a resident of Canada. For further information, obtain
Interpretation Bulletin 17-369.

Net capital losses and non-capital losses cannot be distributed to beneficiaries
of a trust.

The only exceptions to this rule are:

(a) Losses of an insurance segregated fund trust which are to be reported in
Box (P) on the beneficiary’s T3 Supplementary.

(b) Investment club losses which are to be reported in brackets in Box (F) on
the beneficiary’'s T3 Supplementary with the words “LOSS-INVESTMENT
CLUB" clearly indicated in the space under Boxes (R) to (T).

{c) Losses of revocable trusts, filing under the provisions of subsection 75(2)
of the Income Tax Act, which are to be reported in brackets in Box {F) on
a separate T3 Supplementary for the beneficiary with the type of loss
clearly indicated in the space under Boxes {R) to (T). This includes losses
from “blind trusts”.

Page 3, Column | - Paid or Payable to Beneficiaries
Boxes (A) to (G) - Resident 104(13)

This column will designate/allocate the different types of income paid or
payable to resident beneficiaries and any taxable benefits to be designated/
allocated to beneficiaries. If the income is being designated the amounts will
be reflected in Boxes (A) to {F), lines 41 to 46 (lines 48 and 49 also if 1986
dividends are being designated). In addition Boxes (H) to (T), lines 54 to 76, if
applicable. If the income is allocated the amount will be entered in Box (G),
line 47.

Line 46
Capital Gains Designated by a Trust to Beneficiaries

Where a portion of the trust’s net taxable capital gains (the excess of taxable
capital gains for 1987 over the total of allowable capital losses for 1987 and
any netcapital losses of other years deducted in 1987) isincluded intheincome
of a beneficiary, that amount is deemed, if so designated by the trust (“des-
ignated amount”) to be a taxable capital gain of the beneficiary (T3 Supple-
mentary Box (F) and line 46 page 3 of T3 Return) except for the purposes of
the capital gains deduction.
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Where the trust designates an amount of its nettaxable capital gains, it must
also designate a portion of its eligibie taxable capital gains (for 1987, this
amount is the excess of the taxable capital gains over the allowable capital
losses from dispositions of property in 1986 and 1987 reduced by the total of
allowable business investment losses for 1986 and 1987 and net capital losses
of other years deducted from income in 1986 and 1987 less the total of taxable
capital gains designated in 1986) in respect of the beneficiary for the purposes
of his/her capital gain deduction. The latter designated amount is the propor-
tion of the trust’s eligible taxable capital gains that the designated amount
bears to the net taxable capital gains (T3 Supplementary Box (Q) and line (Q)
page 3 of T3 Return).

Where a designation of net taxable capital galns is made, Schedule 5B must
be completed and filed with the T3 Return, Schedule 5B replaces form T672.

NOTE: A copy of the Schedule 5B should be retained for your records as the
information will be needed to determine the cumulative gains limit whenever
adesignation of trust eligible taxable capital gain is made in subsequent years.

Page 3, Column Il - Paid or Payable to Beneficiaries
Boxes (A) to (G) - Non-resident Beneficiaries
104(13), 212(1)(c), 104(8), 108(1){d.1).

This column will allocate, in a similar manner as for resident beneficiaries,
the different types of income paid or payable to non-resident beneficiaries.
Note however that these amounts will be accumulated and reported as “Estate
or Trust Income” on form NR4 Supplementaty instead of form T3 Supple-
mentary. By this allocation on the NR4 Supplementary designations are pre-
cluded for Net Taxable Gains and Taxable Dividends to non- resndent
beneficiaries.

Amounts paid or payableto a non- reSIdent beneflmary are subject to a with-
holding tax. See Non-resident Tax section of this Guide. The total of column
Il is to be transferred to line 91 in the “Non-Resident Tax” area on page 1 of
the T3 Return.

There are certain adjustments to “Total Income Paid or Payable to Non-Res-
ident Beneficiaries” in determining the “Amount Subjectto Non-Resident Tax”.
Provision is made on page 1 of the T3 Return for these adjustments. e.g.
amounts paid or credited to a beneficiary resident in the United States derived
from income sources outside Canada are not subject to withholding tax. This
deduction would be entered in the

“Amounts Not Subject to Part XIll Tax” area at line 94 on page 1 of the T3
Return.

Interpretation Bulletins IT-381R, IT-465R and Information Clrcular 76-12R3
contain further information regarding this matter.

NOTE: The Department has extended its administrative position with respect
to not enforcing the “designated income” provisions contained in subsections
104(8), 104(6) and paragraph 108{1}{d.1} of the income Tax.Act to taxations
years of trusts commencing before 1988. : o

Page 3, Column lli — By Preferred Beneficiary Election
Boxes (A) to (G) - Resident Beneficiaries 104(14)
This column will show the accumulating income, on which both the trustee

and the preferred beneficiaries have jointly elected, to be taxed in the hands
_ofthe beneficiary, see “Preferred Beneficiary”and “Preferred Beneficiary Elec-
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tion” section of this Guide. A separate form T3 Supplementary is to be com-
pleted for this elective income.

The following income of the trust may be designated under a preferred ben-
eficiary election to have been received by the beneficiary and not by the trust:

(a) Actual Amount of Dividends from Taxable Canadian Corporations eligible
for the Interest and Dividend Income Deduction

{b) Actual Amount of Dividends from Taxable Canadian Corporations not eli-
gible for the Interest and Dividend Income Deduction

" {c} Interest eligible for the Interest and Dividend income Deduction
{(d} .Foreign Business Income
(e) Foreign Non-business Income

-(f) Taxable Capital Gains

These designations must be made by the trust in its return for the year in
which the income is received or the taxable capital gain is realized.

(g) Elective income not mentioned in (a) to (f) will be taxed in the beneficiary's
hands as “Other Income”,

Line 50 Total

The total of lines 41 to 49 is the income designated/allocated to the benefi-
ciaries 2nd cannot exceed the “Trust Income Before Designations/Allocations”.

Line 50A
Net Income After Designations/Allocations

The trust’s Net Income after designations/allocations is determlned by sub-
tracting line 50 from line 40.

Line 50B
Grossed up Amount of 1986 and/or 1987 Dividends Retained
by the Trust

This amount, from Schedule 1, line 120 is added to line 50A and reflects the
allowable gross-up on dividends retained by the trust.

Line 50C
NET INCOME OF TRUST

‘Lines 51A to 53
Calculation of Taxable Income of Trust

Line 51B
Non-capital Losses of Other Years. 111(8).
A non-capital loss could arise when the trust incurs a loss from business or

property. It also includes the unused portion of allowable business investment
losses of other years.

Farming and Fishing Losses Incurred in 1983 and Subsequent
Years .
May be carried back three years and forward ten years. Where the trust is
involved in farming or fishing, obtain the “Farmer’s Income Tax Guide” or
17



“Fisherman'’s Income Tax Guide” for more details. Note that there are restric-
tions on the amount of certain farm losses that can be claimed each year.

Non-capital losses of other years are deductible only from income taxed in
the trust. These losses cannot be designated/allocated to beneficiaries.

Line 51C
Capital Losses of Other Years 3, 38, 39 111(1)(b), 104(21)

Net capital losses excluding listed personal property losses and allowable
business investment losses may be carried back three years and forward until
fully applied.

Note that the net capital losses arising in 1987 may only be deducted against
net taxable capital gains of other years and these losses do not qualify to be
claimed against other sources of 1987 income.

Within certain limits (see Loss Applications) all or a portion of the net capital
losses of other years that have not been appliedin a prioryear may be deducted
as follows: .

a) net capital losses occurring before May 23, 1985 from any net taxable
capital gains realized in 1987. Then, if any loss remains, up to $2000 from
other sources of income, and

b) netcapital losses occurring after May 22, 1985 from any nettaxable capital
gains realized in 1987.

Losses on listed personal property can be applied only against gains on
other items of listed personal property. If such losses exceed such gains in
1987, the excess may be used to reduce net gains on listed personal property
in 1984, 1985 and 1986 and in the next seven years (1988 to 1994).

Capital losses cannot be designated/aliocated to beneficiaries except as out-
lined in “Amounts Designated/Allocated to Particular Beneficiary”. This sub-
ject is fully discussed in Interpretation Bulletin IT-381R.

Line 51D
Taxable Capital Gains Deduction - Spouse Trust

Only a spouse trust resident of Canada may claim a deduction in computing
its taxable income for the taxation year in which the spouse (beneficiary) died
in respect of its eligible capital gains for that year. The deduction is based on
the premise that the spouse trust should be able to claim a capital gains deduc-
tion to the extent the spouse would have claimed a deduction if the eligible
taxable capital gains of the trust had been realized by the spouse directly. To
obtain such a deduction, complete Schedule 5C and attached itto the T3 Return
and enter the result at line 143 of Trust Schedule 1.

Loss applications

A request for a loss carryback must be filed on or before the due date of the
T3 Return in which the loss or tredit occurs. To do so, attach a completed copy
of form T1A “Request for loss carry-back” to the T3 Return. If the losses will
not be fully absorbed by prior years’ incomes, keep a copy.of the T1A form as
a record of unused losses for future years. Always apply the oldest loss within
aclass of losses first (e.g. 1984 non-capltal losses must be applied before 1985
non-capital losses).
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Where all the prior year's income has been designated/allocated

(a) a non-capital loss carryback cannot reduce the income designated/
allocated,

(b} a net capital loss carryback may reduce designations/ allocations of tax-
able capital gains but cannot exceed those taxable capital gains except
that:

(i) where a preferred beneficiary election has been made in respect of
the net taxable capital gain, no reduction of the amounts designated/
allocated per form T3 Supplementary is allowable, and

(i) where the provisions of the trust document indicate that all of the
income including capital gains must be designated/allocated, no
reduction in the net taxable capital gain previously designated/allo-
cated can be made.

Line 51E
Other Deductions

Some itemsthat may be claimed atline 51E of Trust Schedule 1 are described
below. if more than one is being claimed or if a claim needs more explanation,
attach-a note to the T3 Return with the details.

a) charitable donations (applicable to inter vivos trusts)
b) limited partnership losses, and

c) farm losses.

To determine Taxable Income of the trust the Deductions on lines 51Ato 51E
should be entered where appropriate, the total at line 52 subtracted from line
50C is the Taxable income of the Trust. The result at line 53, if zero should be
entered on Trust Scheduie 2B, line 259 or if greater than zero on Trust Schedule
2A, line 201.

When the amount at line 53 is NIL or greater, the trust {(other than a Mutual
or Segregated Fund Trust) may be subject to Minimum Tax. See “Minimum
Tax Schedule 2B".

Determining Most Beneficial Designation/Allocation

See explanation at “Completion of Page 3 Lines 40-76, Amounts Designated/
Allocated To Particular Beneficiaries”, “Application of Expenses Against Spe-
cific Types of Income” Lines 28 to 39 and “Preferred Beneficiary Election " of
this Guide.

Interpretation Bulletin IT-372R deals with this subject in considerable detail.

See Appendix A — Examples, for two examples of amounts designated on
T3 Supplementaries.

Lines 54 to 76
Other Amounts Designated Boxes (H) to (T)

This area will be completed only when there are designations such as div-
idends from taxable Canadian corporations, capital cost allowance, foreign
taxes paid for credit purposes, etc. It is intended to provide beneficiaries with
designations other than income designations and/or other information nec-
essary to complete their T1 Individual Return.
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Line 63
Foreign Non-Business Income Tax Paid

Any foreign tax credit claim for foreign non-business income tax paid or
designated to a beneficiary must be substantiated by a proper receipt or infor-
mation slip from the foreign country involved. Foreign taxes paid should be
converted to Canadian funds.

Line 64
Capital Cost Allowance Designated to Beneficiary

The portion of the capital cost allowance that is designated to the benefici-
aries and has not been deducted on page 2 of the T3 Return will be recorded
in these boxes. It should be noted that for taxation years commencing after
November 12, 1981, the amount of capital cost allowance designated to a par-
ticular.beneficiary cannot exceed the proportion that the beneficiary’s share
of the total income is of the total income of the trust.

Line 65
Registered Retirement Savings Plan Refunds
146(1)(h), 146(8.1),146(8.8).

If an annuitant died after June 29, 1978 and the spouse is the beneficiary,
the spouse may transfer the amount to his or her own Reglstered Retirement
Savings Plan. If the spouse is 71 years of age or older and is entitled by the
terms of the plan to receive the plan funds, the amount that qualifies as a refund
of premiums may be used to purchase a life annuity or fixed term annuity.
Where there is no spouse, the foregoing also applies where the refund of pre-
miums was paid to a child dependent by reason of physical or mental infirmity.

Where the spouse becomes entitled to receive the plan funds that were
reported by the plan issuer in Box (K) of form T4RSP, “Deemed Receipt on
Death”, the amount paid to the spouse may be designated by election form
T2019 to be a Refund of Premiums. If this situation arises, the T4RSP infor-
mation slip and form T2019 may be filed with the T3 Return, provided a T3
Supplementary. is prepared showing the amount in Box (G), “Other Income”
and Box (N1), “RRSP Refund of Premiums”. Normally, the T4RSP information
slip and form T2019 are attached to the T1 Return of the spouse making the
election.

Where someone other than the spouse or dependent children or grandchil-
dren becomes entitled to receive the plan funds, the fair market value of the
RRSP at the date of death is to be reported by the plan issuer in Box {K),
“Deemed Receipt on Death” of the T4RSP and included in the deceased’s T1
Income Tax Return for the year of death.

Under no circumstances is the amount to be included in the T3 Testamentary
Trust return of the deceased.

Income earned by the plan from the date of death to the'end of that year (or
termination if earlier) is to be reported by the plan issuer in Box (H) of form
T4RSP in the year the plan is terminated and included in the beneficiary’s
income for that year. Where a plan continues beyond the end of the year of
death, income earned in the plan to the extent paid or payable to a beneficiary
during the year is to be reported by the plan issuer on a T3 Supplementary
and included in the beneficiary’s income forthe year. In the above itis possible
for the beneficiary to be the testamentary trust of the deceased. For additional
information see Interpretation Bulletin IT-500.
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NOTE: Commencing in 1988, i.e. any T3 Return filed after January 1, 1988,
inclusion of the R.R.S.P. “Deemed Receipt on Death” as a refund of premiums
will no longer be permitted. This change conforms to the provisions of the
Income Tax Act whereby the deemed receipt on death is reflected in the final
T1 Return of the deceased. The only reporting in the T3 Return will be for the
purpose of reflecting any interest earned from the date of death.

Line 66
Superannuation or Pension Payments Designated

Pension benefits (Canada Pension, Old Age Security, Superannuation) and
death benefits that are paid or payable to a beneficiary may be designated by
the trust to have been received by a particular beneficiary and not by the trust.
If this is the situation, these amounts are to be included in the “Other Income”
Box (G} of the T3 Supplementary and also in the appropriate type of designated
income Box {N2) for pension benefits. For death benefits, see “Death Benefits”,
Line 67. »

Pension Benefits Eligible for Transfer 60(j).

Amounts entered in this box are to identify pension income eligible for trans-
fer under subsection 60(j) of the Income Tax Act. The same amounts may also
be eligible for the pension income deduction on the beneficiary’s individual
income tax return when designated to the spouse of the individual upon whose
death the trust arose. ltem 240 of the 1987 T1 General Tax Guide and Interpre-
tation Bulletin IT-401R2 outline the types of income eligible for the pension
deduction. If also eligible for the pension income deduction, indicate “(N2)
Eligible for pension income deduction” under Boxes (R), (S) and (T) of the T3
Supplementary.

Line 67
Death Benefits
56(1)(a)(i),(iii}, 110.2, 104(27),{28), 147(10), 248(1).

If the trust is in receipt of a payment from the decedent’s employer which
was paid upon or after the death of the employee in recognition of the employ-
ee’s service in an office or employment, the payment is a death benefit as
defined by subsection 248(1) of the Income Tax Act.

When a death benefit payment is received by a trust and is to be designated
to a beneficiary according to the provisions of the trust document, the bene-
ficiary may be entitled to exclude up to $10,000 of the the benefit from the
income. Boxes (G) and (N3) are provided on form T3 Supplementary to advise
the beneficiary of the total amount received for a deceased person’s service
in employment. The information is then used by the beneficiary to calculate
the taxable benefit to be reported on his/her Individual Income Tax Return.

Where a trustee calculates the taxable portion on behalf of a beneficiary, he/
she must ensure that only the taxable death benefit is reported at line 10, page
2 of T3 Return and that only Box (G) is completed on Form T3 Supplementary.

NOTE: Payments from the Canada Pension Plan are not considered to be paid
in recognition of an employee’s service in an office or employment. Conse-
quently, Canada Pension Plan death benefits should not be reported in Box
(N3) of Form T3 Supplementary. instead, these payments should be reported
in Box (N2} as they qualify under the rollover provisions of subsection 60(j).
However, these benefits are not eligible for the pension income deduction.
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Line 71
Investment Tax Credit Designated

The portion of the trust’s investment in. qualified property acquisitions or
qualified expenditures that determines the amount of the investment tax credit
available for designation to a beneficiary as calculated on form T2038 (IND.)
will be recorded in Box (R} Investment in Qualified Property for I.T.C.. This is
a memorandum entry only.

The portion of the investment tax credit that is designated to a beneficiary
on form T2038 (IND) and is therefore not deducted by the trust on Trust Sched-
ule 2A will be recorded in Box (S) investment Tax Credit (L.T.C.). If these blocks
are completed, amounts must be shown on the forms T3 Supplementary for
the beneficiaries.

Completion of Form T3 Supplementary

A T3 Supplementary must be prepared for all allocations to a RESIDENT
beneficiary. It is to your benefit to follow these instructions closely because
changes or omissions may result in all T3 supplementaries being returned to
you for revision. Please note the following instructions:

- Complete the T3 supplementary legibly.
- Beneficiaries Social Insurance Numbers must be entered.

Identify fiscal year end for which T3 supplementary is being prepared includ-
ing month and year.

— Cancelled, amended or duplicate supp!ementanes should be identified as
such in large print across the bottom of the T3 Supplementary.

Please include the number of the amendment and the date the amendedslip -
is prepared.

e.g. 1 ORIGINAL - April 1987 year end
2 FIRST AMENDED - July 3, 1987
3 SECOND AMENDED - November 2, 1987

— Cancelled or amended T3 supplementaries which change amounts shown
on previous slips necessitate the filing of a revised T3, page 3 showing the
changes inthe respective boxes. The number and date of the changes should
be clearly noted on page 3.

— Copies of either amended or original T3 supplementarles should be distrib-
uted as instructed on the back of copy 5 and set out below."

- Where income is paid or payable to a beneficiary and there is also an election
to pay tax on accumulating income by a preferred beneficiary, as outlined
under “Preferred Beneficiary Election” two separate T3 Supplementary
forms must be completed one for income with respect to the electlon and
the other for all other income.

Report all amounts designated/allocated to each RESIDENT beneﬁcuary in
the appropriate boxes as follows:

NOTE: For trusts with Straddle Years and Dividend iIncome the 1987 dividends
will be shown in the normal manner, 1986 dividends will be indicated below
Boxes (R),(S) and (T). See the “Appendix A Examples” No.3 for a copy of a
completed T3 Supplementary with dividend income. ,
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Box (A} - report the designated portion of the actual amount of dividends
from taxable Canadian Corporations that are eligible for the mter-
est and dividend income deduction;

Box (B) - report the deS|gnated portion of the actual amount of dividends
from taxable Canadian Corporations that are not eligible for the
interest and dividend income deduction;

Box (C} - enter interest eligible for the interest and dividend income

deduction;

Box (D) - report the designated portion of the gross fo‘reign business
income;

Box (E) - report the designated portion of the gross foreign non-business
income;

Box (F) - report double the amount of any net taxable capital gains desig-

nated to beneficiaries, (ensure that the designated portion of the
trust’s eligible taxable capital gains is also indicated at Box (Q) for
the purpose of the beneficiary's capital gains deduction.) See Line

;

Box (G} - report the amount of all other income which is not mcluded in

Boxes (A) to (F);

Box (H) - enterthetaxable amountwhichis4/3 ofthe actualamountreported
in Box (A);

Box ({l) - enterthetaxableamountwhichis4/3ofthe actual amountreported
in Box (B);

Box (J) - calculate and enter the federal dividend tax credit 16 2/3% of the
taxable amount in Boxes (H) and (l);

Box (K) - enter the designated portion of the foreign business income tax
paid;

Box (L) - enterthe des:gnated portlon of the foreign non-business income
tax paid;

Box (M) - report the amount of any capital cost allowance designated to
beneficiaries;

Box (N1) - enterthe Registered Retirement Savings Plan refund of premlums
to the estate. See Line 65;

Box {N2) - enter the amount of pension benefits (Canada Pension, Plan death
benefits, Superannuation) designated to beneficiaries. See Line
66; *

Box (N3) - enter the amount of death benefits designated to beneficiaries.
See Line 67. {Canada Pension Plan payments including Canada
Pension Plan Death Benefits are to be entered in Box (N2); *

Note:* Also include Boxes (N1), (N2) and (N3) amounts in Box (G) as these are
memo boxes only.

Box (0) - Not Applicable for 1987 and subsequent years;
Box (P) ~ enter losses from Segregated Insurance Fund Trusts only;

Box (Q) - reportdouble the designated portion of the trust’s eligible taxable
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capital gains for the purpose of the beneficiary’s taxable capital
gains deduction. See Line 46;

Box {(R) - report that portion of the trust’s investment in qualified property
or expenditure in respect of scientific research and experimental
development on which the calculation of each beneficiary’s por-
tion of the investment tax credit-is based. -

See Line 71 and Schedule 2A, line 215;

Box (S) - report each beneficiary’s portion of the investment tax credit des-
ignated. Refer to the Calculation of Investment Tax Credit area on
form T2038(IND) and insert the applicable code 1 through 7 in the
space under Boxes (R) to (T) of the T3 Supplementary
- See Lines 71 and Schedule 2A, line 215;

Box ({T) - thisboxisavailabletoindicate eachbeneficiary’s portionofa credlt
designated. Report the type and amount of:

{(a) Share Purchase Tax Credit (S.P.T.C.) designated. See Line 72.
(b) Scientific‘ Research Tax Credit (S.R.T.C.) designated. (Line 72.)

{c) Manltoba Manufacturing Investrhent Tax Credit (Man. Mfg )
designated. (Line 73.)

(d) Saskatchewan Livestock Investment Tax Credit (S.L.I.T.C.)
designated. {Line 75.)

(e} Saskatchewan Livestock Facilities Tax Credlt {S.L.F.T.C.) des-
ignated. (Line 76.)

(f) Employment Tax Credit (E.T.C.) designated. (Line 74.)

When a beneficiary is designated more than one of the credits, pre-
pare separate T3 Supplementaries for each credit.

NOTE: Any tax deducted per information slips received by the trust cannot be
used to reduce the amount of income designated/allocated to a beneficiary
nor can it be distributed to a beneficiary on form T3 Supplementary. Refer to
CREDITS-Lines 84-88, section of this Guide for information on refunds.
Distribution of Forms T3 Supplementary

Copies 1 and 2: Forward with the T3 Return to the Department within 90 days
from the end of the trust's taxation year. See Filing
Requirements.

Copies 3 and 4: Forward to the beneficiary at the last known address within
90 days from the end of the trust’s taxation year.

Copy b: Retain for your records.

Completion of Page 4 - Additional Information Required

This additional information is required to facilitate the processing of the T3
Return. Please answer all the questions and attach any necessary schedules
or statements.

Question 1 ,
For purposes of question 1 distribution of estate property to beneficiaries is
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not considered a change in ownership, the sale of an income or capital interest
would constitute a change in ownership.

Questions 2, 3, 4,5 and 6

Ensure that these are answered and if the answer to 4. is yes complete
Schedule bA

Question 7

Question 7 requires that the trustee attach a statement where estate assets
have been distributed to one or more beneficiaries. It does not pertain to the
distribution on forms T3 Supplementary. This statement should disclose the
following information:

(a) Name, address, and relationship of the recipient(s),
(b) Description of assets transferred,
(c) Fair market value of assets at date of transfer,

{d) Adjusted cost base of assets at date of transfer.

Question 8.

If the trust is a testamentary trust and the T3 Return is for the first taxation
year (starting on the day after death and ending as selected by the trustee)
ensure that the question is answered. Where a subsection 164(6) election is
made the the following information should be provided with the T3 Return: -

{a) The particulars of disposition,
(b} The amount of loss designated under the election,

(c) The amount of loss not designated under the election.

Question 9.

Question 9 must be answered by all trusts (other than Mutual and Segre-
gated Fund Trusts) for the purpose of providing information in respect of the
trust’s obligation to pay Minimum Tax.

See Schedule 2B Calculation of Minimum Tax.

Where the trust is one of a multiple of trusts created as a consequence of
contributions to the trusts by an individual,the statement required should con-
tain the name and address of all of the trusts.

Question 10.

The terms of the trust document or Court Order determines the requirement
to designate the income.

Questions 11, 12, 13, 14 and 15

Ensure that the respective Schedules 1, 2A, 3A, 3B, 5B and 5C are completed
where appropriate. : :

Question 16

The preferred beneficiary election must be made within 30 days from the
end of the trust’s taxation year.

25



Questions 17, 18 and 19
Complete the appropriate Schedules 6, 7 and 8.

Certification Page 4
This areaisto be completed in full by the trustee, executor or administrator.

Name of persoh or company (other than executor/
administrator) who prepared this return.

This area must be completed in full by the person or company (other than
the trustee, executor or administrator) who prepared the return.

Completion of Forms NR4-NR4A_ Summary And NR4
Supplementary (Non-Residents)

Non-resident Tax

Every non-resident beneficiary must pay a Canadian Income Tax of 25%.
{(unless a lesser rate is provided by tax treaty) on income received from a trust.
The trustee must withhold this tax and remit it to the Department by the 15th
day of the month following the month during which the tax was withheld.

Calculate the amount of non-resident tax payable and balance due, if any,
by following the steps on page 1 of the T3 Return. Any balance due should be
remitted to the Department accompanied by form PD7AR-NR which is a com-
bined remittance statement and receipt. Persons remitting tax for the first time
should include with the payment their name and address, the type of payment
(estate or trust income} and the month during which the tax was withheld. The
Department will issue a form PD7AR-NR on receipt, the top portion of which
may be torn off and used when remitting future payments.

Forms NR4-NR4A Summary and NR4 Supplementary, available from your
District Taxation Office, are also required. Information Circular 77-16R2 deals
with the subject of non-resident Income Tax in considerable detail.

NR4-NR4A Summary

This is a summary of all forms NR4 Supplementary completed and for bal-
ance purposes records any amounts under $10 for which no forms NR4 Sup-
plementary are completed. The total payments to non-residents should agree
with the “Amount subject to Non-Resident Tax" on page 1 of the T3 Return
and the “Amounts previously remitted per forms PD7AR-NR should agree with
the “Non-Resident Tax payable” on page 1 of the T3 Return. Copies 1 and 2 of
the NR4-NR4A Summary are to be forwarded to the Department. Copy 3isto
be retained by the trustee

NR4 Supplementary

Enter the year for which this return is being filed and report, in the Estate
and Trust Income box, the total of all amounts agg regatmg '$10 or more attrib-
utable to non-resident beneficiaries. The various income items (e.g. interest,
dividends, business, rentals, etc.) lose their identity when allocated to a non-
resident beneficiary and are therefore accumulated and reported as “estate or
trust income” on the NR4 Supplementary.
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Distribution of forms NR4 Supplementary

Copies 1 and 2: Forward with copies 1 and 2 of the NR4-NR4A Summary to
the Department within 90 days from the end of the trust’s
taxation year.

Copies 3 and 4: Forward to the beneficiary at the last known address within
90 days from the end of the trust's taxation year.

Copy 5: Retain for your records.
Completion of Trust Schedule 1 Lines 103 to 138

Calculation of Gross-up of Dividends Retained by Trust and
Interest and Dividend Income Deduction for the 1987 Taxation
Year.

Lines 104 to 116
Calculation of Gross-up of Dividends

This calculation determines the gross-up of 1986 and/or 1987 dividends
retained by the trust.

Lines 121to 138
Calculation of Interest and Dividend Income Deduction
(Testamentary Trust only)

Only in the instance where the terms of the trust permit the income of the
trust to be taxed in the hands of the trustee does the Interest and Dividend
Income Deduction apply to the trust. If applicable, this deduction is the lesser

of $1,000 and the amount determined by the calculation. See Interpretation
Bulletin IT-333R4 for further information.

NOTE: Interest paid on refunds of income tax for a particular year must be
included in income in the year of receipt. This income may be included in
computing the interest and dividend income deduction.

Calculation of Tax - Schedules 2A, 2B, 3A AND 3B

Completion of Trust Schedule 2A Lines 201 to 223
Calculation of Federal Income Tax 122.

Inter vivos trusts which do not meet all of the following conditions are taxed
at 34% of taxable income:

(i) was established before June 18, 1971,

{ii) was resident in Canada on June 18, 1971 and without interruption there-
after until the end of the year,

(iii} did not carry on any active business in the year,
(iv) has not received any property by way of gift since June 18, 1971,
and ’

(v) has not after June 18, 1971 incurred any debt or.any other obligation to
pay an amount to, or guaranteed by, a person with whom any beneficiary
of the trust was not dealing at arm’s length.
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Inter vivos trusts which meet all of the above conditions and all testamentary
trusts are taxed using the “1987 Rates of Federal Income Tax” for individuals.
See Trust Schedule 2A. :

Line 207
Tax Adjustments

This line is for use when adding to the trust’s tax such items as the reduced
tax that is applicable on certain lump sum payments. See “Lump Sum
Payments”. : :

Line 209 \
Federal Dividend Tax Credit

The amount of the federal dividend tax credit that the trust may claim on
dividends received is shown on Schedule 2A, in Line 209 Total.

Line 211
Surtax For Trusts Not Subject to Provincial or Territorial Tax

Non-resident Trusts which carry.on business through a permanent estab-
lishment in a province in Canada are subject to provincial tax on the Canadian
source of income not the surtax under subsection 120{(1). Canadian resident
trusts that carry on business through a permanent establishment in a foreign
country are subject to the surtax of 47% of their Basic Federal Tax. Non-resi-
dent trusts which carry on business in Canada without a permanent establish-
ment may be subject to the surtax on the Canadian source of business income
it they are not exempt from Part | tax in Canada by virtue of an income tax
convention.

Line 212
Federal Foreign Tax Credit 126, 20(12),{11).

This creditis for foreign income or profittaxes paid on income received from
outside Canada. It is allowed to a trust resident in Canada for foreign income
or profit taxes paid to a government of a country other than Canada in respect
of income received from outside Canada. The foreign tax credit that may be
claimed for each foreign country is the lesser of:

(a) the trust's portion of income or profits tax actually paid to a foreign coun-
try, and

(b) the tax payable to Canada on the trust’s portion of net foreign income.

A separate foreign tax credit calculation is necessary for each foreign coun-
try. In addition, separate calculations are required for “business income taxes”
and “non-business income taxes” paid to a foreign country.

Where the sum of all business income taxes and non-business income taxes
paid to foreign countries exceeds the total amount allowable as a foreign tax
credit, the excess, or a portion thereof, may be deducted as an “Additional
Foreign Tax Credit” in computing the “Individual Surtax Payable™ amount. For
details of this calculation, obtain form T2209 and also see Line 220 comment.

If an excess amount of business income tax, comimonly referred to as
“unused foreign tax credit” still remains, it may be applied back to the three
immediately preceding years or carried forward to the seven years immedi-
ately following the current year. Attach a note to the T3 Return explaining the
amount of unused foreign tax credits being applied to other years.
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The excess non-business income tax may not be carried forward. The non-
business income tax paid that is not eligible for the federal tax credit may be
claimed as a provincial tax credit (obtain form T2036), an expense at line 23
on page 1 of T3 Return or an additional foreign tax deduction against the indi-
vidual surtax otherwise payable. See Line 220 comment.

Proof of payment of tax paid to a foreign country should be attached to the
T3 Return.

When calculating the foreign tax credit, all amounts are to be expressed in
Canadian currency. For more details, obtain Interpretation Builetin IT-270R.

In completing form T2209, note that the calculation of the credit is based
only on amounts retained by the trust. Exclude all amounts relating to the
designation/allocation ofincome and credits to beneficiaries. Enter the amount
from Part |, line (H) of completed form T2209 at line 212 on Trust Schedule 2A,

Line 213
Federal Political Contribution Tax Credit 127(3).

A portion of contributions to registered federal political parties or candidates
at an election to the House of Commons are deductible from taxes. Proof of
payment in the form of an official receipt signed by the registered agent of the
registered party or the official agent of the candidate must be attached to the
return.

The allowable credit is calculated as follows:

Net Federal Tax XXX

Total Federal Political Contributions (receipts
necessary)

Allowable Credit

— 75%.of first $100 of Total
Contributions, credit is

- 560% of next $450 of Total
Contributions, credit is

- 33 1/3% of amount of Total
Contributions, exceeding
$550, credit is

Total allowable credit ~
{maximum $500) not to exceed
“Net Federal Tax" above *

* Enter this amount on “Federal Political Contribution Tax Credit” line 213 on
-Trust Schedule 2A.

Line 214
Share-Purchase Tax Credit 127.2.

A trust may be eligible for this credit in 1987 if it acquired certain qualifying
shares issued by a taxable Canadian Corporation after June 1983 and before
1987.

The amount of the share-purchase tax credit available to the trust will be
reported on form T2111 received from the issuer of the shares. Claim an
amount not exceeding the available credit as shown on form T2111 (to be
attached to the T3 return) or the amount of the trust’s federal tax otherwise
payable whichever is less. Any credit which cannot be used in 1987 may be
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applied agalnst federal tax for 1986 by filing form T2116. If the total credit is
notused upin 1986 and 1987, the balance remalnmg may betreated as a capital
loss on the 1988 return.

The share-purchase tax credit shown on form T2111 must be deducted from .
the cost of the qualifying shares when calcu1at|ng capital gains or losses on
their disposal.

All or part of the “Share-Purchase Tax Credit” may be designated to bene-
ficiaries under the terms and conditions of the trust. Any designated amount
of the tax credit is to be included at line 72 on page 3 of the T3 Return and must
be excluded in computing the share-purchase tax credit of the trust for the
taxation year. The designated credit becomes a share-purchase tax credit of
the beneficiary on the last day of the trust’s taxation year. Where the taxation
year of the trust and its beneficiaries do not coincide, the beneficiary obtains
the credit for the beneficiary’s taxation year then in progress.

Line 215 }
Investment Tax Credit 127(5), (7), (12), (12.1), 37(1), 13(7.1).

A trust which has acquired certain new buildings, machinery or equipment
to be used in Canada in qualifying activities such as farming, fishing, logging
or manufacturing may be eligible for this credit. Expenditures for scientific
research and experimental development may also qualify for this credit.

The Investment Tax Creditincludes the new Cape Breton InvestmentTax Credit,
if applicable.

For more details, obtain Interpretation Bulletin IT-331R — “Investment Tax
Credit”, and Information Circular I.C. 78-4R3 - entitled “Investment Tax Credit
Rates.” and the related Special Release dated November 13, 1987. For infor-
mation on scientific research and experimental development refer to interpre-
tation Bulletin IT-151R2 and Information Circular 86-4R.

Attach a completed copy of form T2038 (IND) to the return if:

- qualified property was purchased or a qualified expenditure was made in
1987, or

- a credit is being carried forward, or i
Attach a completed copy of forms T661 and T2038(IND) to the return if:

- a credit is being claimed in 1987, or

- an investment tax credit refund is being claimed

Obtain the “1987 T1 Guide for Income from a Business or Profession”, the
1987 Farmer’s Income Tax Guide or the 1987 Fisherman's Income Tax Guide”
for details.

The cost of assets or expenditures which gave rise to aninvestment tax credit
must be reduced in 1987 by any portion of the credit deducted or refunded in
calculating the tax payable for 1984 to 1987.

Investment tax credits earned by a trust prior to 11.00 A.M. EDT October 3,
1986 could be retained by the trust and claimed against its federal tax payable
or they could be designated to the beneficiaries and claimed by them against
their federal tax payable. Credits earned after thattime may only be designated
by a testamentary trust or communal organization (treated as an inter-vivos
trust by section 143 of the Income Tax Act) to beneficiaries. All of the Invest-
ment Tax Credit which is designated according to the terms and conditions of
the trust is to be included in Box (S), line 71 on page 3 of the T3 return and
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must be excluded in computing the Investment Tax Credit of the trust for the
taxation year. The amount of any investment tax credit claimed by the trust
against its federal tax payable or designated to beneficiaries reduces the cost
of the qualified property acquisitions or expenditures of the trust in the taxa-
tion year of the claim or designation. See paragraphs 30, 32 and 35 of inter-
pretation Bulletin [T-331R.

A separate form T3 Supplementary should be prepared for each allocation
to beneficiaries for eligible expenditures in the different regions. A beneficiary
could therefore have three T3 Supplementaries from the same trust.

Line 216
Employment Tax Credit

Only employers who have entered into an agreement before April 1, 1981
qualify for a deduction. Any claim for such a credit should be accompanied by
form T2208, Employment Tax Credit Schedule.

Where the employment tax credit is allocated to beneficiaries a separate T3
Supplementary should be prepared. The credit amount should be |nd|cated in
Box {T) and "E.T.C.” should be indicated in the type of credit area.

Line 220-221
Individual Surtax Payable 180.1(1), (2).

Trusts which are liable to pay tax under Part | of the iIncome Tax Act for a
taxation year shall pay an individual surtax. The amount on which to calculate
the surtax is determined as follows:

(a) For a Trust other than a Mutual Fund Trust:

- The Basic Federal Tax at line 210 on Trust Schedule 2A or, if subject to
Minimum Tax, line 276 on Trust Schedule 2B.

{b) For a Mutual Fund Trust:

— The Basic Federal Tax atline 210 on Trust Schedule 2A minus the amount
~(a) on form T184, Part [, Area A.

From the above amount, the Additional Federal Foreign Tax Credit from form
T2209 is subtracted. The result is the Individual Surtax Payable that is to be
entered at line 221 on Trust Schedule 2A or, if the trust is subject to Minimum
Tax, at line 282 on Trust Schedule 2B.

Complete form T2209, Part Il in accordance with the following notes:

(a) if the amount determined at line (i) of the Special Foreign Tax Credit cal-
culation on Trust Schedule 2B exceeds the amount at line (H) from Part |
of form T2209, no additional Federal Foreign Tax Credit is available to
reduce the Individual Surtax otherwise payable. Enter zero on Trust
Schedule 2A or, if the trust is subject to Minimum Tax, at line 281 on Trust
Schedule 2B.

(b) Ifanadditional Federal Foreign Tax Creditis available to be claimed against
the Individual Surtax, enter the amount determined in area F from Part il
of form T2209 on Trust Schedule 2A or, if the trust is subject to Minimum
Tax, at line 281 on Trust Schedule 2B.

Line 223
Refundable Quebec Abatement 120(2).

Trusts which were resident in the Province of Quebec on the last day of their
taxation year and did not have income from a business with a permanent
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establishment outside Quebec are entitled to the maximum abatement of
16.5% of their “Basic Federal Tax"”. The abatement is refundable for the 1980
and subsequent taxation years to the extent that it does not reduce federal tax
payable. This abatement for trusts resident in Quebec is provided in lieu of
direct cost-sharing by the Federal Government under Federal- Provincial fiscal
arrangements.

" Trusts resident in Quebec which had income from a business with a per-
manent establishment outside Quebec should obtain form T2203 from their
District Taxation Office in order to calculate the amount of their abatement.

Completion of Trust Schedule 2B Lines 240 to 292
Calculation of Minimum Tax. 127.53(2),(3).

{Applicable to trusts with taxation years beginning after 1985)

A Mutual fund trust and a Segregated fund trust (138.1(1)(a)) are not subject
to minimum tax. Any other trust is liableto pay a minimum tax if the minimum
amount calculated exceeds the regular tax payable. Any of the following con-
ditions may attract minimum tax for 1987:

(a) Taxable capital gains are reported;
(b) The interest and dividend income deduction is claimed;
(c) An election is made under ITAR 40 on pension benefits;

A loss is claimed resuiting from or increased by capital cost allowance on
the rental of:

{d) Multiple unit residential buildings;
(e) Certified films or video tapes; or

(f) A loss is claimed resulting from or increased by resource and depletion
allowances on resource properties. -

If any of the above conditions apply complete Schedule 2B to determine the
Net Adjustable Taxable Income for minimum tax purposes. Basically Schedule
2B recalculates taxable income by adjusting for the following amounts:

1. Non-taxable portion of capital gains minus an amount equivalent to cap—
ital gains designated or allocated to beneficiaries,

2. Certain deductions including losses caused by capital cost allowances,
and deducting

3. A basic exemption of $ 40,000 allowed to certain trusts,
Gross-up amount of dividends added to the trust, and
5. Non-allowable portion of a business investment loss.

Atax rate of 17% is applied to the balance, if any and the result is compared
to the regular Basic Federal Tax.

An explanation of certain lines is required:

Line 240

Non-taxable portion of capital gains retained in thé trust.

This amount would normally be equal to the taxable capital gains retained in

the trust after designation or allocation to beneficiaries (includes resident, non-
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resident and employee benefit plan recipients). If a reserve or a listed personal
property loss or both relating to a disposition of property occurring before
1986 was used in calculating the 1987 taxable capital gains, an adjustment is
required. For this purpose use the Worksheet in APPENDIX B.

Line 260
Non-Capital Losses of other years USED IN CURRENT YEAR

Non-capital losses of other years must be reduced for minimum tax pur-
poses by the portion, if any, of post 1985 non-capital losses attributable to
capital cost allowance claimed on MURBS, Certified Films/Videotapes and/or
Resource Expenditures, Resource and Depletion allowances included in the
loss claimed. [f any part of non-capital loss is attributable to capital cost allow-
ance on MURB etc., the portion is added back at Line 260.

Line 262
Net Capital Losses of other years USED IN CURRENT YEAR
The non-allowable portion of capital losses arising from dispositions of cap- -

ital property after 1985 may be deducted from the otherwise non-taxable por-
tion of capital gains, (the amount at line 240).

Lines 285 to 292
PART VI - Calculation of Additional Taxes Paid For Minimum
Tax Carryover

Any additional tax payable by a trust under the provisions relating to min-
imum tax may be carried forward and deducted from the regular tax liability
in subsequent years. — See APPENDIX C.

Line 264
Basic Exemption — Minimum Tax 127.53(b)

Abasic exemption of $ 40,000 is allowed to testamentary trusts and to those
inter vivos trusts that were established before June 18, 1971 and meet the
conditions under subsection 122(2).

Where more than one trust is formed from contributions by an individual
the $40,000 must be allocated among the trusts. If minimum tax applies to any
of the multiple trusts, an agreement signed jointly by each trustee should be
fited in each of the trust returns showing the allocation of the $ 40,000.

Where a notice in writing is forwarded to a trustee for such an agreement
and it is not filed with the Minister within 30 days, the allocation will be deter-
mined by the Minister.

Completion of Trust Schedules 3A and 3B Lines 301 to 396

Provincial or Territorial Tax Payable

Trusts resident in a province or territory (other than Quebec) on the last day
of their taxation year and which did not have income from a business with a
permanent establishment outside the province or territory of residence are
liable for provincial or territorial income tax at the rate applicable for that prov-
ince or territory. See Trust Schedules 3A and 3B.

Trusts not resident in Canada on the last day of their taxation year and which
did not have income from a business with a permanent establishment in a
province or territory are not liable for provincial or territorial income tax.
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Trusts resident in the Province of Quebec on the last day of their taxation
year and which did not have income from a business with a permanent estab-
lishment in any other province or territory are not required to calculate pro-
vincial or territorial income tax because the Province of Quebec collects its
own income tax.

Trusts resident in a province or territory, (other than Quebec) on the last day
of their taxation year with a Federal Foreign Tax Credit less than the tax paid
to a foreign country should obtain form T2036 from their District Office in order
to calculate any Provincial or Territorial Foreign Tax credit, to which they may
be entitled, against provincial or territorial Income Tax.

Provincial and Territorial Tax Rebates and Credits
Political Contribution Tax Credit

Prince Edward Island, Nova Scotia, Manitoba, Alberta, British-
Columbia, Northwest Territories and Yukon Territory Political
Contrlbutlon Tax Credit

Atrust may deduct from the taxes otherwnse payable to the above provinces
and territories a portion of amounts paid to:

(a) aregistered political party of that province/territory,
(b) a registered constituency association of that province/territory,

(c) aregistered candidate seeking election to the legislature of that province/
territory.

Proof of payment in the form of an official receipt signed by the chief finan-
cial officer of the registered party, constituency association, or candidate must
be attached to this return. ‘

The allowable credit is calculated for Prince Edward Island, Nova Scotia,
Manitoba, British Columbia and Yukon Territory as follows:

Political Contributions in 1987 $

Allowable credit - )
75% of first $100 of Total Contributionsis............c.c.coo.... $

50% of next $450 of Total Contributionsis .................ccou0
33 1/3% of Total Contributions exceeding $550is ................ :
Total aliowable credit (maximum $500) ................coeeeeenns $ *

For Alberta, the allowable credit is calculated as follows:
Total Alberta Political Contributions in 1987 $

Allowable credit —
75% of first $1560 of Total Contributions is...... eees e eeeaeenees $

50% of next $675 of Total Contributionsis ..............0H0 ...
33 1/3% of Total Contributions exceeding $825is ........ e
Total allowable credit (maximum $750) .......covivinirrenrnenns. $ *
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For Northwest Territories the allowable credit is calculated as follows:
Total Northwest Territories Political

Contributions in 1987 $

Allowable credit —

100% of first $100 of Total Contributionsis....................... $

50% of total exceeding $100 of Total Contributionis.............

Total allowable credit (maximum $500) ............c.cvevennetnn. $ *

* Enter this amount on the applicable “Political Contribution Tax Credit” line
on Trust Schedule 3A or 3B in order to obtain the tax credit.

British Columbia Tax Rebate and Credits

British Columbia provides two tax credits to a trust resident in British Col-
umbia on the last day of its taxation year. They are the British Columbia Hous-
ing and Employment Development Bond Tax Credit and the British Columbia
Venture Capital Tax Credit. They are calculated on Trust Schedule 3B and
entered at line 88 on page 1 of the T3 Return as a deduction from Tax Payable.

The B.C. Housing and Employment Development Bond Tax Credit is calcu-
lated on eligible bond interest received from British Columbia Tax CreditBonds
at Line 362 of Schedule 3B. Bond interest eligible for this tax credit will be
identified as such by applicable wording on the T5 Supplementary.

Any amount received for the B.C. Housing and Employment Development
Bond Tax Credit must be brought into income for the taxation year in which
the credit is actually received as "“Other Income’ on page 2 of the T3 return for
that year.

To claim the British Columbia Venture Capital Tax Credit complete the cal-
culation on Trust Schedule 3B, Lines 363 - 369 and include the certificate (form
FIN 565) issued to the trust by the Province of British Columbia.

To claim the British Columbia Royalty and Deemed Income Rebate complete
and attach form T81 and enter the result at line 358 of Trust Schedule 3B.

Alberta Royalty Tax Rebate and Credit

If, during 1987, the trust paid royalties or similar payments to a federal or
provincial government for production from a Canadian resource property, it
may qualify for the Alberta royalty tax rebate and the Alberta royalty tax credit.
To claim the rebate and credit, you must complete and attach forms T79 and
T80, respectively, to the T3 Return. Both forms are available from your District
Taxation Office.

Alberta Royalty Tax Rebate from form T79 is entered on Trust Schedule 3A,
Line 333. Alberta Royalty Tax Credit from form T80 is entered at line 88, “Other
Credits” on page 1 of the T3 return.

Saskatchewan Tax Incentives

The Saskatchewan Tax Incentives Program provides for different tax credits
to Saskatchewan residents willing to invest in targeted Saskatchewan indus-
tries. These credits, the Saskatchewan Venture Capital Tax Credit, the Sas-
katchewan Livestock Investment Tax Credit, and the Saskatchewan Livestock
Facilities Tax Credit are to be applied as a reduction of the net Saskatchewan
Tax Payable in the year of investment on Trust Schedule 3A, lines 324-326.
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Unused tax credits can be carried forward and applied against net Saskatch-
ewan Tax Payable during the next seven taxation years. To obtain such credits,
atrust must submit a Saskatchewan Tax Incentives information slip T2C (Sask.)
with its T3 Return. These credits cannot be designated to beneficiaries except
in the following case.

Where a Communal Organization is con3|dered to be an inter vivos trust by
section 143 of the Income Tax Act and the appropriate election is made under
that section, the Saskatchewan Livestock Investment Tax Credit and the Sas-
katchewan Livestock Facilities Tax Credit may be designated to members of
the organization (beneficiaries).

Manitoba Manufacturing Investment Tax Credit

A trust which has acquired new qualified property that is prescribed under
federal regulations for the purposes of the Federal Investment Tax Credlt and
that

(a) isused by thetrustin Manitoba primarily forthe purpose of manufactunng
or processing of goods for sale or lease, or

{b) is leased by the trust to a lessee (other than a person exempt from tax
under section 149 of the Federal Income Tax Act) who can reasonably be -
expected to use the property in Manitoba primarily for the purpose of
manufacturing or processing of goods for sale or lease,

may obtain a Manitoba Manufacturing Investment Tax Credit to be deducted
against its Manitoba taxes otherwise payable.

The total credit or any portion thereof may be retained by the trust to be
claimed against its Manitoba tax payable, Trust Schedule 3A, line 311, or may
"be designated to the beneficiaries to be claimed by them against their Mani-
toba tax payable. Any unused credit is subject to carry-over provisions.

To claim a current year credit or a carry-over to or from another year, obtain
form T86, “Manitoba Manufacturing Tax Credit”, from your District Taxation
Office. One completed copy of form T86 must be attached to the return. Where
the credit is retained by the trust, enter the amount of credit or unused credit
to be claimed from form T86 at line 311 on Trust Schedule 3A.

Where the credit is being designated to the beneficiaries, forms T3 Supple-
mentaries should be prepared indicating the designated credit amount in Box
(T) and "Man. Mfg.” in the Type of Credit Area.

Lump Sum Payments [TAR 40(1), 40(7).

Certain lump sum payments received by a trust from a pension fund or a
deferred profit sharing plan may be taxed at a reduced rate. Information Cir-
cular 74-21R and Interpretation Bulletin iT-281R deal with this subject in con-
siderable detail. .

Preferred Beneficiary 108(1)(g), (h). *

A "preferred beneficiary” of a trust means an individual resndent in Canada
who is a beneficiary under the trust and is .

(a) the settlor of the trust,

(b) the spouse or former spouse of the settlor of the trust,

(c) achild, grandchild or great grandchild of the settlor of the trust, or
{(d) the spouse of any person described in item (c) above.

For definition of a "settior” refer to Interpretation Bulletin IT-374.
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Preferred Beneficiary Election
104(12), (14), (15), 108(1){(a) Regulation 2800.

Atrust and a preferred beneficiary may elect jointly that part or all the trust’s
accumulating income for the year be included in the preferred beneficiary’s
income for that year and not so included for the year in which it is paid. The
trust may then deduct an amount equal to the amount of the income required
to be included in the preferred beneficiary’s income. The amount of income
to be included in the preferred beneficiary’s income must be stipulated in the
election and must not exceed the preferred beneficiary’s share of the income.
This election in respect of a taxation year shall be made by filing with the
Minister the following documents:

(a) a statement making the election in respect of the year, designating the
part of the income in respect of which the election is being made, and
signed by the preferred beneficiary and a trustee having the authority to
make the election, and

(b) astatement signed by the trustee showing the computation of the amount
of the preferred beneficiary’s share in the income of the trust for the year
together with such information concerning the provisions of the trust and
its administration as is necessary for this purpose.

This election must be filed within 90 days from the end of the trust’s taxation
year in respect of which the election is made. It is emphasized that a preferred
beneficiary election, to be valid, must be filed on time. If filed late the elective
income will be taxed in the hands of the trust. Once an election is made and
assessed, it cannot be rescinded.

Interpretation Bulletin IT-394 deals with the subject in considerable detail.

Capital Gains 3, 38, 39, 40.

~ The general rules to follow when reporting a capital gain or loss depend
upon the type of asset that may have been disposed of or deemed to have
been disposed of during the year as shown on Trust Schedule 5A. This Sched-
ule is to be completed if there are any dispositions or deemed dispositions of
capital property of the trust.

There are many exceptions to the rules outlined below for various assets.
For your assistance, the “T1 Guide for Capital Gains” and Information Circular
74-3R2,which lists a number of supplementary schedules that may be obtained
for use as détailed working sheets in calculating the amounts to be entered on
Trust Schedule 5A, are available from your District Taxation Office.

Completion of Trust Schedule 5A Lines 501 to 516
Summary of Dispositions of Capital Property
To calculate the trust’s taxable capital gains or allowable capital losses for

the year complete Trust Schedule 5A and enclose this schedule with the T3
Return.

Capital Dispositidns
40(3), 44, 45, 54(c), 104(4), (5), 107, 108(j).

Adisposition of capital property includes asale, adistribution oran exchange
of property, the making of a gift, a redemption of shares, a debt settlement
and a theft or destruction of a property.
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Where a property of a trust is distributed to a beneficiary of the trust in
complete or partial settlement of the beneficiary’s capital interest in the trust
the property is deemed to have been disposed of by the trust for proceeds of
disposition equal to the “costamount” of the property. If the property is depre-
ciable property, the cost amount is its undepreciated capital cost and if the
property is another type of capital property, the cost amount is its adjusted
cost base.

A statement giving particulars of all dispositions to a beneficiary within the
taxation year should be attached to the T3 Return.

At specified times, a trust is deemed to have disposed of its non-depreciable
capital property at fair market value for capital gains purposes and reacquired
it immediately thereafter at a cost equal to the same fair market value. The
deemed disposition in a spouse trust created after 1972 will first occur when
the spouse dies and every 21 years thereafter. in the case of other trusts the
deemed disposition-occurs every 21 years. These deemed dispositions should
be reported on Trust Schedule 5A.

A unit trust, trusts governed by a registered pension fund or plan, an
employee profit sharing plan, a registered supplementary unemployment
benefit plan, a registered retirement savings plan, a deferred profit sharing
plan, a registered education savings plan, a registered retirementincome fund,
an employee benefit plan or an employee trust, a related segregated fund trust
and an inter vivos trust deemed to exist in respect of a congregation that is a
constituent part of a religious organization are all excluded from the “deemed
disposition” rules.

Similarly depreciable property of a prescribed class is deemed to be dis-
posed of at the same specified times at a value which is midway between the
fair market value at the time of the deemed disposition of ail the property in
the class and the undepreciated capital cost of the class to the trust. Note that
in the case of depreciable property both capital gains and recapture of capltal
cost allowance can be factors.

Valuation Day Value Election ITAR 24, 25, 26.

For assets acquired before 1972 the trustee may elect to use the Valuation
Day value for all transactions and ignore the median rule. Once having made
this election, it would apply to all assets owned at the end of 1971, regardless
of the year when the capital disposition o€curs. Form T2076 is available from
your District Taxation Office to assist trusts wishing to make the election.

Testamentary Trust — 164(6) Election

Where, in the course of administering the estate of a deceased taxpayer, the
legal representative has, within the first taxation year of the estate,

(a) disposed of capital property of the estate which resulted in an excess of
‘capital losses over capital gains, or .

{b) disposed of all the depreciable property of a prescribed class of the estate
which resulted in aterminal loss in that class at the end ofthe firsttaxation
year of the estate,

the legal representative may elect in prescribed manner and within a pre-
scribed time to deem such losses to be capital losses or terminal losses of the
deceased taxpayer from the disposition of property in the taxation year in
which he or she died. Section 1000 of Part X of the Income Tax Regulations
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describes the prescribed manner and prescribed time in which the election is
to be made. To the extent that losses are designated to the deceased under
the election, they may not be claimed by the estate. Any portion of the losses
not designated under the election are subject to the normal loss provisions
available to the estate.

In cases where this election is made, the legal representative must file an
amended T1 Return of income for the deceased taxpayer for his or her taxation
year for the year he or she died by the later of

(a) the last day the legal representative is required or has elected to file the
return for the taxation year in which the taxpayer died, or

{b) the day the return for the first taxation year of the deceased’s estate is
required to be filed.

The election and the amended return do not affect the return of the deceased
taxpayer for any year preceding the year of death.

NOTE: |dentify the amended return clearly as “164{6)} ELECTION.”

Personal-Use Property 40(2)(g){iii), 46, 54(f). -

Personal-use property is property such as personal and household effects,
automobiles, boats, cottages or antiques. If the trust sold such an asset during
the year for more than its adjusted cost base the trust may have to report a
capital gain. A gain should be reported only if the selling price (proceeds of
disposition) was more than $1,000 for any asset. Where the adjusted cost base
is less than $1,000, show the cost as $1,000. No loss is allowable on personal
use-property.

Principal Residence 40(4), 40(5), 45(2), 54(g).

A principal residence acquired by a spouse trust or an inter vivos trust under
which the spouse is the sole income beneficiary will be exempt from tax on
any gain realized on disposition provided the residence qualifies and is des-
ignated by the trust as the principal residence of the spouse for the period
owned. The provisions of the Income Tax Act on a principal residence are dis-
cussed in detail in Interpretation Bulletins IT-366R and IT-120R3.

Listed Personal Property 41, 54(e).
Listed personal property consists of:
— works of art such as prints, etchings, drawings, paintings and sculptures,
- jewellery,
- rare folios, manuscripts and books,
- stamps, or

- coins.

The gain on the sale of such an item (or a set of such items) is treated the
same as the gain on personal use property. If the trust has sold such an item
" for less than its adjusted cost base the trust may be allowed a capital loss. The
loss should be reported only if the adjusted cost base is more than $1,000.
Where the selling price is less than $1,000, show the proceeds of disposition
as $1,000.
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Losses on listed personal property can be applied only against gains on
other items of listed personal property. Where such losses exceed such gains
in a particular year, the excess may be used to reduce net gains on listed per-
sonal property in the preceding three years and the seven immediately follow-
ing years.

Canadian Cultural Property 39(1){(a){i.1).

Refer to the T1 Guide for Capital Gains and Interpretation Bulletin IT-407R2
for information on Canadian Cultural Property dispositions.

Other Capital Properties 39.

As Trust Schedule BA indicates, other capital properties are divided into
“Shares”, “Real Estate” and “Bonds,Debentures, Promissory Notes and Other
Properties”. {Note that a disposition of a principal residence or a recreation
property such as a summer cottage, owned chiefly for personal use, should
be shown under the heading “Personal-use Property” on Trust Schedule 5A).

All gains and losses on these capital properties should be reported, regard-
less of amount. Losses are offset against gains to arrive at a net gain (or loss)
for each type of property.

Depreciable Property 54(a), ITAR 20(1).

A capital gain is realized on depreciable property only if it is sold for more
than its original capital cost, and is limited to any gain since V-day if the prop-
erty was owned on December 31, 1971. There can be no capital loss on the
disposition of depreciable property. There may, however, be a terminal loss
under the capital ¢ost allowance rules when all the property of a particular
class is disposed of. )

For more details about the disposition of depreciable property obtain Inter-
pretation Bulletin IT-217 and the related Special Release dated September 13,
1982.

Bonds 12.1,47(2), (3), ITAR 26(8.2).

Since bonds may be purchased at a discount or premium, rules have been
established for determining the cost figure for bonds acquired before 1972.
Form T2084 “Bonds and Other Obligations” and Interpretation Bulletin 1T-114
are available from your District Taxation Office to assist in the calculations.

One-half of any cash bonus received in 1987 on a Canada Savings Bonds
{form T600C) must be reported as interest at line 07 on page 2 of the T3 Return.
The other half is tax exempt. Item 121 of the 1987 T1 General Tax Guide con-
tains further details on the methods of reporting interest on Canada Savings
Bonds.

Adjusted Cost Base 53, 54(a).

Adjusted cost base is usually the cost of acquiring property plus or minus
certain adjustments provided for under the Income Tax Act. It can differ from
the original cost if there have been changes to the property between the time
of acquisition and the time of sale. For example, the cost of additions to a
building may be added to the original cost, See Interpretation Bulletin IT-456
for additional information on adjustments to the cost base.
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Assets Acquired Before 1972

For assets acquired before 1972, the Valuation Day value must be considered
when computing capital gains and losses. Valuation Day for shares listed in
the publication “Valuation Day Prices of Publicly Traded Shares” (available
from your District Taxation Office) was December 22, 1971. Valuation Day for
all other assets was December 31, 1971. To compute a capital gain or loss on
an asset acquired before 1972, three figures are required:

- the actual cost,
- the Valuation Day value,
— the proceeds of disposition

The median of these three figures, that is, the figure which is neither the
highest nor the lowest, becomes the deemed cost on which the capital gain or
loss is computed, subject to the Valuation Day value election explamed
previously. .

Where two or more of these three figures are the same amount, that amount
will be the median. This median figure is deemed to be the adjusted cost base
of the asset and is the amount to be entered in column (3) of Trust Schedule
5A provided that there are no adjustments to the cost base. Thus, a capital gain
results if the proceeds of disposition exceeds the greater of cost and Valuation
Day value, A capital loss results if the proceeds of disposition are less than the
lesser of cost and Valuation Day value.

Outlays and Expenses (re dispositions) 40(1).

Outlays and expenses are usually expenses incurred in connection with the
sale or disposition of capital property.They include certain “fixing-up”
expenses, finder’s fees, lawyers fees, commissions, broker’s fees, surveyor’s
fees, transfer taxes and other reasonable expenses directly connected with
facilitating the sale of property.

These outlays and expenses may notbe claimed as adeduction fromincome,
but may be applied to reduce a capital gain or increase a capital loss.

Summary of Capital Gains 40(1).

Summarize the capital gains and losses as shown on Trust Schedule 5A.
Having computed the total capital gain (or loss), remember that only one-half
of the capital gain should be entered at line 09, “Taxable Capital Gains” on
page 2 of the T3 Return. Also remember that no amount of loss can be entered
on page 2, as allowable capital losses realized after May 22, 1985 may only be
used to offset net taxable capital gains in a previous or future year. See “Capital
Losses of Other Years” section of this Guide.

if a taxable capital gain was realized but the full sale price was not received
a restrictive reserve may be established for the unpaid amount. For property
sold after November 12, 1981 the minimum amount of a capital gain to be
reported annually is one-fifth of the taxable capital gain. If a reserve was
claimed in 1986, it must be brought back into income in 1987. If part of the
proceeds are still not due in 1987, a new reserve may be claimed.

For more details, obtain Interpretation Bulletin IT-236R2 and the T1 Guide
for Capital Gains.
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Records - Capital Transactions

Records or vouchers relative to capital transactions do not need to be filed
with the return but should be retained as they may be required for examination
on request.

Completion Of Trust Schedule 8
Capital Cost Allowance {Depreciation)

The method of claiming capital cost allowance (depreciation) as prescribed
under Part Xl of the Income Tax Regulations must be followed, unless the claim -
is in respect of assets used in farming or fishing that were acquired prior to
1972, in which case the method prescribed under Part XVII of the Regulations
may be followed. Full details and schedules for claiming capital cost allowance
under Part XVI{ of the Regulations are contained in the Farmer’s Income Tax
Guide and the Fisherman’s Income Tax Guide.

Complete the Schedule 8 in accordance with the following notes:

(a) When claiming capital cost allowance in accordance with Part X|, use a
separate line for each class of property prescribed under that Part. Attach
a statement showing details of the amounts entered in columns (3) and
(4), including the kind of asset, the cost and date of each addition and the
proceeds of each disposal.

(b} The amount to be entered in column (3) where depreciable property is
acquired by gift, bequest or inheritance is as follows:

(i) Where the property is acquired by inter vivos gift, the fair market
value of the property at the time it was acquired, except that, where
the trust is an exclusive trust for the spouse of the settlor as described
in paragraph 73(1)(c) (unless the transferor made an election con-
tained under subsection 73(1) of the Income Tax Act) and at the time
of the settlement the settlor and the trust were both resident in
Canada, the amount to be entered is the undepreciated capital cost of
the property to the settlor. (See “Note” below).

(ii) Where the property is acquired by bequest or inheritance and the
trustis an exclusive trust for the spouse of the deceased as described
in paragraph 70(6)(b} and where, immediately before the death of the
settlor, the settlor and the trust were resident in Canada, the amount
to be entered for each property acquired is the undepreciated capital
cost of the property to the settlor immediately before death. {unless
the legal representative of the deceased made an election under sub-
section 70(6.2) of the Income Tax Act). (See “Note” below.)

(iii) Where the property is acquired by bequest or inheritance and the
trust is not a trust described in (ii) the amount to be entered for each
property acquired is an amountthatis midway between the fair market
value of the property at the time itwas acquired and the undepreciated
capital cost of the property to the settlor immediately before death.
{See “Note” below.)

{iv} Where the property is Part Xl farm assets acquired by bequest or
inheritance which vested indefeasibly in a child of the settlor within
36 months of death and where, immediately before the death of the
settlor, the property was used by the settlor, the spouse or any of the
children in the business of farming and the child is a resident of
Canada, the amount to be entered for each property acquired is the
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undepreciated capital cost {unless the legal representative of the
deceased elects under subsection 70(9) of the Income Tax Act) of the
property to the settlorimmediately before death. (See “Note” below.)

{v) Where the property is Part XVHl assets acquired by inter vivos gift,
bequest or inheritance, the fair market vatue of the property at the
time it was acquired.

(vi) Where the property is farmland in Canada or depreciable farm assets
of a prescribed class in Canada acquired by inter vivos gift for a child
of the transferor who was resident in Canada immediately before the .
transfer, the amount to be entered for each property acquired is the
amount chosen as proceeds of disposition by the transferor. The
transferor may choose as the proceeds of disposition any amount
between the fair market value of the property and its adjusted cost
base, in the case of land; or between the fair market value of the prop-
erty and its undepreciated capital cost in the case of depreciable prop-
erty of a prescribed class. (It should be noted that farmland should
not be included on the schedule.)

NOTE: Where there is more than one property in a prescribed class, the unde-
preciated capital cost of a property is that proportion of the undepreciated
capital cost of the class that the fair market value of the particular property is
of the fair market value of all the property in the class.

{c) Theamountto be enteredin column (4)inrespect of adisposition of depre-
ciable property is the lesser of:

— the proceeds of disposition, and

- the capital cost of the property. (for an explanation of “capital cost”
see Capital Cost Allowance {Depreciation) segment.

Where property is disposed of to a beneficiary of the trust the following
special rules apply:

(i} When property of a class is distributed to a beneficiary in settiement,
in full or in part, of the beneficiary’s capital interest in the trust the
amount to be entered is the undepreciated capital cost of the property
to the trust which, when there is more than one property in the class,
is that proportion of the undepreciated capital cost of the class that
the capital cost of the particular property is of the capital cost of all
the properties in the class.

(i) When property of a class is distributed to a beneficiary in settlement,
in full or in part, of the beneficiary’s income interest in the trust, the
amount to be entered is the fair market value of the property.

NOTE: In addition to the above rules the income Tax Act provides special rules
for dispositions from a spousal trust, subsection 107(4) and for distributions
to a non-resident beneficiary, subsection 107(5).

(d) If the amount in column (4} is greater than the sum of the amounts in
columns (2) and (3), for that class, the excess, referred to as recapture of
. Capital Cost Allowance {C.C.A.) is added to income.

(e) Fordepreciable property acquired after November 12, 1981, the maximum
capital cost allowance that may be claimed by the trust in the year, as a
general rule, is limited to one-half of the normal C.C.A. rate generally pro-
vided. Interpretation Bulletin 1T-285R covers this situation in more detail.
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{f) Enter in column (8).the rate you wish to use, not exceeding the maximum
rate prescribed under Part XI, and apply this rate to the amount in column

7.

Capital Cost Allowance {Depreciation)
3, 13(1), 20(1)(a), 20(16), 104{16).

The “capital cost” of property usually means the actual original cost plus
the cost of additions and improvements. No C.C.A. may be claimed on land.

Generally when depreciable property is sold, or on a deemed disposition,
the undepreciated capital cost of the class to which the property belonged will
be reduced by the proceeds of disposition, up to the amount of the capital cost
of the property.

Proceeds of disposition in excess of the capital cost of the property are to
be reported as a capital gain on Trust Schedule 5A. Where the proceeds of
disposition (excluding the capital gain, if any) exceed the undepreciated capital
cost of the class immediately before the sale, the amount of the excess isa
“recapture” of C.C.A. previously claimed as a deduction. The “recapture” of
C.C.A. is income for the year in which it occurs. This income may be allocated
to the beneficiaries, depending on the terms of the trust document. However,
it does not retain its identity.

Where the proceeds of disposition are less than the undepreciated capital
cost of the class and all of the property in that class has been disposed of during
the year the amount remaining is a “terminal loss”. This loss may be claimed
by the trust or, where the terminal loss arises in the estate of a deceased tax-
payer an election under subsection 164(6) of the Income Tax Act may be made.

Any capital cost allowance which has been allocated to the beneficiaries is
deemed to have been allowed to the trust and any recapture of capital cost
allowance is income to the trust.

The properties most commonly in use are set out below according to the
class to which they belong, with the maximum rate of C.C.A. for each such
class. {(For classification of other property, see the Income Tax Regulations, the
tables in the Farmer’s or Fisherman’s Guides and also.the T1 Tax Guide for
Income From A Business Income Tax or Profession).

- Class 3{5%) ~ most buildings, including component parts such as electric
wiring and fixtures, plumbing, heating and central air-conditioning equipment.

— Class 6(10%) - fences, greenhouses, and wooden wharves. Most buildings
acquired after 1978 belong in class 3. However, buildings made of frame, log,
stucco on frame or galvanized or corrugated iron may belong in this class, if
built without footings or other base support below ground level. Component
parts of these buildings are also included in class 6. Costs of additions or alter-
ations to these buildings may also belong in this class rather than class 3.

~ Class 8(20%}) - property not included in any other class including furniture,
fixtures, machinery and équipment and even certain buildings or other
structures.

Interpretation Bulietin IT-79R2 contains fu rtherdetaLlson bunldmgs and other
structures and the C.C.A. class in which they belong. -

— Class 10({30%) - cars (except taxis which are Class 16(40%)) vans, trucks and
tractors; harness or stable equipment, sleighs and wagons; trailers, contrac-
tor’s movable equupment
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Rental Buildings Costing $50,000 or More
Income Tax Regulation 1101(1ac).

Each rental building acquired after 1971 that costs $50,000 or more will
~ become a separate capital cost allowance class.
interpretation Bulletin IT-274 deals with this subject in further detail.

Allocation Of Non-Taxable Dividends Reéeived By A Trust

An example of a non-taxable dividend received by a trust is where a Cana-
dian private corporation pays a tax free dividend out of its capital dividend
account under subsection 83(2) of the Income Tax Act. :

Where the trust is in receipt of this type of dividend, the dividends are not
to be included in income on page 2 of the T3 Return. Trusts allocating non-
taxable dividends should inform the beneficiaries that the dividends are not
to be included in computing their income and a statement containing the fol-
lowing information is required to be filed with the T3 Return:

{a) Name of the payor corporation,

(b) “The amount of non-taxable dividend and its distribution, i.e. the name(s)
~of the recipient(s).

It should be noted that certain non-taxable dividends (other than dividends
paid out of the capital dividend account) received by the trust may reduce the
adjusted cost base of the shares on which the dividends were paid under sub-
section 53(2) of the Income Tax Act. This may be relevantin computing a capital
gain (or loss) on the subsequent disposition of the shares.

Related Publications

The following additional publications may be obtained from your District
Taxation Office: '

Guide - T1 Income Tax Returns for Deceased Persons
T1 Tax Guide for Income From a Business or Profession.
T1 Guide for Capital Gains

The following Interpretation Bulletins are available from your District Tax-
ation Office for your assistance:

IT-201R Foreign Tax Credit — Trust and Beneficiaries

IT-260R  Transfer of Property to a Minor

IT-286R  Trusts — Amount Payable

IT-305R2  Establishment of Testamentary Spouse Trusts

IT-342 Trusts — Income Payable to Beneficiaries

IT-370 Capital Property Owned on December 31, 1971

IT-372R  Trusts — Flow-through of Taxable Dividends to a Beneficiary

IT-381R  Trusts — Taxable Capital Gains and Allowable Capital Losses

IT-385R  Disposition of an Income Interest in a Trust

IT-394 Preferred Beneficiary Election

IT-406R  Tax Payable by an inter Vivos Trust

1T-446 Legacies

1T-447 Residence of a Trust or Estate

IT-465R Non-Resident Beneficiaries of Trusts

IT-500 Registered Retirement Savings Plan {concerning the flow-through
) of Refund of Premiums to a beneficiary of an estate)

IT-502 Employee Benefit Plans and Employee Trusts

45



Clearance Certificates 159(2), (3).

The Income Tax Act requires that every administrator, executor and trustee
must obtain a clearance certificate before distributing any property under their
control if they wish to avoid being personally liable for unpaid taxes, interest
and penalties. Interpretation Bulletin IT-282R and Information Circular82-6 deal
with Clearance Certificates in detail.

A clearance certificate cannot be issued until all required T3 Returns have
been filed and assessed, and all taxes, interest and penalties have been paid
or secured. However, the written request for a clearance certificate may
accompany the final T3 Return. Where the request has been forwarded directly
to the Business Audit section at the appropriate District Taxation Office, a copy
of the request should be attached to the final T3 Return. In either case the
request should identify the person(s) requesting the certificate by name,
address and title, e.g. executor, trustee or administrator and include the name
of the trust and the date chosen for winding-up the trust..

Where the request is for the final distribution of all the estate property, the
representative must attach an undertaking to complete the actual transfer of
all of the property of the estate as soon as possible after the clearance certif-
icate is received. It will expedite the processing of the written request for a
clearance certificate if the following documents of information, as applicable,
accompany the request, unless they have already been provided to the
Department: ‘ ‘

{a) a copy of the will,

(b} a statement showing the assets of the estate, together with the adjusted
cost base and fair market value of the properties. In the case of a partial
distribution, the assets intended for distribution should be identified, and

{c) in the case of intestacy, details of the proposed distribution of the assets
including the names and addresses of the beneficiaries and their relation-
ship to the deceased. : )

Number Of Years To Be Reassessed

The T3 return after initial processing and assessment may or may not be
selected for further review or audit. The Department may reassess a return of
income or make additional assessments, or assess tax, interest or penalties
within three years from the day of mailing of either

{a) a notice of an original assessment, or
(b} a notification that no tax is payable for the taxation year.

Privacy Act

The Privacy Act protects the privacy of individual beneficiaries to whom the
information contained in the T3 return pertains. The information provided by
thetrustee is required to assess the trust’s income tax liability under the Income
Tax Act. :
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Appendix A - Examples of T3 Supplementaries
Example 1

Completing Form T3 Supplementary
The trust has the following income and deductions:

Dividends from Taxable Canadian Corporations Eligible for the

Interest and Dividend Income Deduction — Actual Amount $ 900.00
- Taxable Amount $1,200.00
- Federal Dividend
Tax Credit $ 200.00
Interest Eligibie for the Interest and Dividend Income
Deduction $ 800.00
Other income $2,000.00
Allowable Expenses and Deductions $1,000.00

There is one beneficiary of the trust and all income is to be designated/allo-
cated to the beneficiary.

The form T3 Supplementary should be completed as follows:

TUST YUAR | A} ACTUAL AMOUNT _ | (B ACTUAL AMOUNT _ (] ELIGIBLE INTEREST | (D) FOREIGNBUSINESS | (€1 FOREIGNNON. |(Fi CAPIAL GAWNS  [(G) OTHERINCOME
o ﬂgﬂ DVIDENDS °| INEUGIBLE DIVIDENDS | INCOME BUSINESS INCOME
p oo | G00-00 800.00 1,000 - &
MONTANT REEL MONTANT REEL . REVEMU ETRANGER REVEAU ETRANGER /
n 7 OMOGIOES MW ACMESSBLES' | INTERET TRE | vow TRE GAINS AUTRE REVENY
MONTH | 0) TAXABLE AMOUNT .| (1 TAXABLE AMOUNT _| (7} FEDERAL DIVIDEND | (K) FOREIGN BUSINESS | (LI FOREGNNON-BUSKESS | (M)  CAPITALCOST [ (W) BRSPREFUND | (N2) PENSION
OIS ELIGIBLE DIVIDENDS '{ * INELIGIBLE DRIDENDS' TAX CREOIT INCOME TAX PAID INCOME TAX PAID ALLOWANCE OF PREMIUMS GENERTS
> i, 200.00 200. .
DR. ANT QAPOSABLE || MONDANT MOOSARE | cntmofugq wtmmrewn AP ETR.PAYE SURREV. | DEDUCTION POUR AREMBOURSEMENT PRESTATIONS
| ovinenoes aokussiezes * | ovoewes aow Aousseus’|  POUR DIVIDENDES TIRE O NON TIRE D'ENTR. AMORTISSEMENT | OE PRIMES DUN REER. DE PENSION
YEAR {IN3)  DEATH 10) DEEMED RHOSP (P} INSUR. SEGREGATED | (@) cAPr‘m. Gurs EU- [ NVESTVENT TAX CXEDT - ONT DT A CAVESTISSEMENT | (T) TVEN TAX CNEONT - AUTW CREDHT CraMPOT
AMVEE BENEFATS RECEIFTS FUND LOSSES | GIBLE FOR DEDUCTIONS | () INVESTMENT 15)  TAX CREDIT TYPE Amou

| 4 %
, 7 muu‘alswm REcEnEsMiYYEEs ﬂzsslsntssukﬁonos w;r«mmm

DUN REEL AVE CREDIT D'MPOT GENRE MONTANT

sociaL lusum»(és NUMBER

. i:m taxable Canadian corporations q s 70'

BENEFICIARY: SURNAME FIRST. AND FULL ADDRESS
BENEFICIARE: NOM

R z.u...m&mseﬁ?f:r T Estate of ‘f. Three
? Y
;‘00 éﬂ‘ %cr:e‘l oA cli‘;cvwen s‘::;s:ie |
n
T,z o‘:; nedla Awn fown Co.vsﬁbeﬂ

TR 0x?¥ «For Taxation Office
* Pour fe burasu d’imp0t

RevenveCanada  Revenu Canaca . STATEMENT OF TRUST INCOME ALLOCATION:
.* Taxation Impdt T3 y - S e Rev. 85 AT on 0 REVENG DE IV
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Example 2

Determining Amounts To Be DesmnatedlAllocated And Completing Form T3
Supplementary .

The trust has the foIIowing income and deductionvs:

Dividends from Taxable Canadian Corporations Eligible for the
Interest and Dividend Income Deduction ~ Actual Amount $ 900.00
- Taxable Amount $1,200.00
- Federal Dividend
Tax Credit $ 200.00
— Other Income $2,000.00
Allowable Expenses and Deductions $2,300.00

There is one beneficiary of the trust and all income is to be designated/allo-
cated to the beneficiary.

The form T3 Supplementary should be completed as follows:

e e (AL ACTU | EACTUAL AMOUNT  (C) ELIGISLE INTERESY [(01 " FOREIGNBUSINESS | (£)  FOREIGNNON- |(} CAPRAL GAINS  |(G) OTHERINCOME
£t DhpENDS | TIRELLE OIVIDENDS INCOME BUSINESS INCOME
i | "G00 00 ~
FANT REEC MOLANT BEEL REVEMY ETRANGER. ﬂtm} ETRANGER *
"87 OVIDENDES ADMSSIBLES mmm& - WTERET ADMISSIBIE | TIRE OENTREPRISES | NON IRE DYENTREPRISES|  GAINS €N CAPITAL AUTRE REVEMJ.
() TAXABLE AMOUNT [ ) TAXABLE AMOU () FEDERAL DIVIDEND [{K) FOREIGN BUSINESS | (UFOREIGN NONBUSINESS [IM)  CAPITAL COST | (Nn RSP REFUND | INZ) PENSION
> Eucm.so OIVIDENDS *| * INEUIGIBLE DRdENDS mx CREDIT INCOME TAX PAID INCOME TAX PAID ALLOWANCE OF PREMIUMS BENEFITS
00 .00 X y .
b;c. MONTANT BAPOSABLE MONTANT MPOSABLE o‘luvo FED. | MPETRPAYESUR | MP.ETR PAYESURREV. |  DEDUCTION POUR REMBOURSEMENT PRESTATIONS
DIVIDENDES AOMISSISLES " |0VDENDES NOY AOMSSBUES”| _ AOUR DIVIDENOES | REV.TIRE DENTR NON TIRE DENTR. AMORTISSEMENT __| DE PRIMES DUN REER DE PENSION
Year [N3  DEATH ) osmsnmosp |7 INSUR. SEGREGATED | (0] CAPITAL GAINS EUF IVESTUONT TAX CREDY - SR am;uzmns.wm M) - OVER TAX CNEOKY - AUTAF CREDNT DAMPO7
ANNEE BENEFITS FUNDLOSSES | GFBLE FOR DEDUCTIONS ) _WVESTMENT ) . TAX CRE TYPE AMOUNT
”8 7 PRESTATIONS CONSECUIVES | RECETTES REPUTEES | PERTES SURFONDS  lGAINS EN CAPITAL ADWS] N
Al DECES. OUN REEL RESEAVE DAASSUREUR |SIBLES POUR DEDUCTION CREONT O'iMPOT. GENAE MONTANT
Ry ) SOCIAL INSURANCE NUMBER
.. From taxable Canadian comorations. D £
o 2 y }
1,2 ?
S EICYATY: SURNAME FIRST, AND FULL ADDRESS
““FICM‘ NOM DE FAMLLE DIABORD, £7 ADRESSE COMPLETE NAME AND ADDRESS OF TRUST - NOM £7 ADRESSE DE LA FIDUCIE

M Tohn Q. Benc-P:cmry B i‘:{"‘a'fe of 7. Three
(00 -f,“ ;’&"d‘g o B nr :ev_f;{ee
739 oxg 4 T2 oxg

*For Taxation Office .
. Pour le bureau &' impdt

Revenue Canada  Revenw Canada ) . STATEMENT OF TRUST INCOME ALI.OCA'KNS
l* Taxation imp& T3 S v - Supplé, Rev. 85 ‘ETAT DE LA REPARTITION DU REVEMU DE FIDUC!

COHMPLETION OF T3 SUPPi.BHEN'l‘ARY WITH 1986 AND 1987 DIVIDENDS

TRUST YEAR | 14) ACTUAL AMOUNT 1(8) ACTUAL AMOUNT _ _[(C) EUGIBLE INTEREST |[D) FOREIGN BUSINESS | (E) _ FOREIGNNON- |(F) CAPITAL GAINS  [(G1 OFHERINCOME
ELIGIBLE DIVIDENDS | INELIGIELE DIVIDENDS INCOME BUSINESS INCOME
» ml OANEE
MONTANT REEL MONTANT REEL REVEMU ETRANGER REVEN ETRANGER.
ADMSSIOLES amw: M Amssmt: INTERET TIAL DENTREPRISES _|NON TIRE O ENTREPRISES| _ GAINS EN CAPTAL AUTRE REVENS
MONTH [TH) TAXABLE AMOONT | 1) (1 FEDERAL DIVIDEND | (X} FOREIGNBUSINESS | (IFOREIGNNONBUSINESS 10M)  CAPITAL COST | (NN RSP REFUND | (N PENSION
ey CUGIBLE BIVIDENDS | TINEUGIBLE DRIOENDS TAX CREDIT INCOME TAX PAID | INCOME TAX PAID ALLOWANCE OF PREMIU BENEFITS
4 )
MONTANT IMPOSABLE | AWIANT WPOSARE | CREDIT '#MPOT FED. MP.ETR PAYESUR | IMP. tm PAYE SURREV. | DEDUCTION. Pou»? REMBOURSEMENT PRESTATIONS
lonoenoes aonssiaies " lovoenes oy aousseres”| ~poun DvioenDes REV.TIRE DENTR DENTR. AMORTISSEME: DE PRIMES OUN REER OF PENSION
veaR  [ND  OEATH (0) DEEMED RHOS? (PHNSUR. SEGREGATED | (0} CAPTTAL GAINS ELF uow' owar anm)mmm: Ty DTHER TAX CREDIT - AUTAY CREQIT OIMPOT
ANNEE BENEATS RECEIPTS FUND LOSSES GIBLE FOR DEDUCTIONS (R’I INVESTMENT (5} TAX CREDIT TYPE AMOUNT
FRESTATIONS IVES | RECEVTESREPUTEES | PERTES SUR FONDS |GAINS EN CAPITAL M .
qu? C A :%"’ DIUN REEL RESERVE DASSUREUR DEDUCTION | CREDIT DIMPOT GENRE. MONTANT
SOCIAL INSURANCE NUMBER
, From taxable Canadian corporations N DASSURANCE SOCIALE 1986 Pividende: (eligtble or ineligible )
Actual: xxxx Taxable: xxxx DTC: xxxx
BENEFICLARY: SURNAME FIAST, AND FULL ADDRESS. .
BENEFIGIARE. DF FAMRLE DRBORD, £T ADRESSE COMPLETE NAME AND ADDRESS OF TRUST - NOM £7° ADRESSE DE LA FIDUCIE

> N

*INDICATE 1987 DIVIDENDS HERE ONLY

*For Taxation Office
* Pour le bureau d'impdt

Revenus Canada  Revenu Canada : STATEMENT OF TRUST INCOME ALLOCATIONS
l * Taxalion Impdt T3 Sur y - Suppléi Rev. 85 ETAT OF LA REPARTITION O REVENS DE FIDUCIE




Appendix B

T3 - Schedule 2B WORKSHEET
Calculation Non-Taxable Portion of Capital Gains — 1987 Area A

1987

Taxable Capital Gains: an amount equal to
T3, pg. 2 line 09 w1

Add: L.P.P. loss, pre 1986 disposition: - of

Schedule bA, line before 506 *(1) (B)
Reserve subtracted, pre 1986 dispo-
sition: 2 of Schedule 5A, line 514

Add lines (B) and (C) (D)
Sub-total (add lines (A) and (D} {E)

*(1) ()

Less: Reserve added, pre 1986 disposition:
Y, of Schedule 5A, line 513 1

Net Taxable Capital Gains
Designated/Allocated:

Resident beneficiary T3, pg. 3

line 46 G) —— 1
Employment Benefit Plan T3, pg. 3

line 47 *(2) (H) —
Non-res. beneficiary T3,pg. 3

line 47 *(2). {ny —{
Add lines (F), (G), (H) and (1) W) I

Total (subtract line {J) from line (E) and enter
on Schedule 2B Part | (A) line 240 (1987)

NOTE: (1)

NOTE: (2)

NOTE: (3)

- *3) (K) _J_

The amount from this line may include another amount which is
not to be considered in the calculation, e.g. 1/2 of an L.P.P. loss or
1/2 of a reserve related to a 1984 disposition would be added, but
1/2 of an L.P.P. loss or 1/2 of a related to a 1986 disposition would
not.

Itis assumed E.B.P. allocations on a T4 slip are shown on this line.
Only a Capital gain distribution included in this income would be
subtracted. Line 47 could also include other undesignated income
not connected with either an E.P.B. or a non-resident allocation
of capital gains.

The Worksheet is to be completed where lines (B), (C) or (F) apply
or where a capital loss is indicated or both.

It is expected in most circumstances that the above will not apply
and the calculation of capital gains for minimum tax purposes in
these cases is simply to subtract the allocations/designations of
“Net Taxable Capital Gains”, total of lines {G), (H) and (I} above
from an amount equal to the “Taxable Capital Gains” reported on
line (A) above.
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Appendix C

Minimum Tax Carry-over from 1986

Minimum Tax Carry-over from 1966

{Schedule 2B, line 291) ’ (A)
Tax Payable before Minimum Tax Carry-over

Schedule 2A, line 204 or 205 {B)

Less: Minimum Amout )

{Schedule 2B, line 267)
Maximum Carry-over which can be applied

in 1987

{D)

Minimum Tax Carry-over Applied in 1987
Claim an amount NOT EXCEEDING the lessor of (A) and (D)

(Enter this amount n Schedule 2A) » (E)
Balance, if any, of 1986 taxes for carryover to subsequent ’
taxation year {line (A) minus line (E} ) (F)
Add: Additional 1987 taxes for carry-over to subsequent °
taxation years {from schedule 2B, line 292) (G)
Total Mimimum Tax Carry-over Available for :
Subsequent years {add lines (E), (F) and (G) {H)

INCLUDE A COPY OF THIS CALCULATION WITH THE T3 RETURN WHEN
APPLYING A CARRY-OVER.

COHPLETION OF T3 SUPPLEMENTARY WITH 1986 AND 1987 DIVIDENDS

ACTUAL AMOUNT | (8) ACTUAL AMOUNT ) EUGIBLE INTEREST FOREDGNM'ESS ) FOREIGN NON- CAPITAL GAINS 1G) OTHER INCOME
W WO eE sonoens ReDuraiE borpenos | o " eubinees weowe | ) .
| i *
MONTANT REEL | MONIANT AR - - REVEMY ETRANGER M’VEMJEW .
OVIENDES ADMISSILES _ | OVIDONDES #0F ADMSSILES | INTERET ADMISSIBLE | TAE DENTREPRISES _{NON TIRE DYENTREPRISES|  GRINS EN CAPITAL AUTRE REVENY
MONTH | 0 TAXABLE AMOUNT | () TAXABLE AMOUNT | 1) FEDERAL DIVIDEND |¢%) mmm& IJ'OKIG"NMM (M) CAPITAL COST [ D Wntruu W2)  PENSIO
> MO EUGIBLE DIVIDENDS | INELIGIBLE OVIDENDS' TAX CREOIT NCOME TAX ALLOWANCE MIUMS BENEFT
MONTANT BAPOSABLE | MONTANT SMPOSARLE | CREDMT O'MPOT FED. MP.ETR. PAYE SUR WP ETR PAYE SURREV. |  DEDUCTION POUR REMBOURSEMES PRESTAT:
| OVIOENDES ADMISSIBLES ™ | OVDERDES MO ADSSBLES™| ~ POUR DIVIDENDES. REV.TIRE D'ENTR. NOW TIRE DENTR GNRTSSEMENT | o6 s Diw Aeen OE PENS

YEAR M3 OEATH
ANNEE PENEFTS

’”‘7 mwn‘f&(afm mﬂr&sﬁzﬂﬁss PEATES SUR FOWDS GAMINFAF{“HLM

(R} INVESTMENT St YAX CREOIT

RESEAVE DASSUREUR | SIBLES FOLR CREQT OMaROT GENRE

10) DEEMED RHOSP (FYINSUR. SEGREGATED { 10) CAPITAL GAINS ELI |  WYESTMENT TAX DD - CACI! TaaidF 4 ENVESTISSEMERT | (T) GTHER TAX ONEONT - AGTRE CREDXT A0,
RECEIPTS FUNDLOSSES | GIBLE FOR OEDUCTIONS TYPE AMOUI

SAONTA
 From vt Canndan ] L NSUCINCE NMBER 1986 Dividenda: (eligtble or ineligibl.
Actual: xxxx Taxable: xxxx DIC: x

ﬁmmmﬁmﬁo  ADDRESY - NAME AND ADDRESS OF TRUST - NOM ET ADRESSE DE LA FIDUCIE

> 1
*INDICATE 1987 DIVIDENDS HERE ONLY

*For Taxation Office

* Pour le buresu d'impét
B fomnome g vs Y - Supplémentaire Rav. 55 SRS EN
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