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Changes for 1991 

Changes in the return and schedules for 1991 

. T3 Trust Income Tax Return and Information Return - Non-profit organizations Will bave to check the 
new box in the “Identification area” on page 1, If incorporated, they must also enter their corporation 
account number in the space provided. 

l T3 Supplementary - There are tw new boxes to complete. They are box 16, “Report code” and box 18, 
“Beneficiary code.” Details are provided under guide item “Completing the T3 Supplementary Form.” 

. T3 Summary - This is a new form that should be used to summarize the amounts reported on the T3 
Supplementaries. 

Pending legislative changes 

The T3 guide and return include changes to the Incorne Tax Act introduced by the Minister of Finance on May 
30, 1991 (and draft income tax legislation released on February 11, 1991). These had not yet become law at the 
time of printing. However, we ax preparing to apply the proposed changes. We bave identifïed the pending 
legislative changes throughout this guide. 

The following changes are from Bill C-18 tabled in the House of Gommons on May 30, 1991: (The tïrst tïve 
items appeared in the 1990 guide as they were included in draft income tax legislation released on July 13, 
1990.) 

. A post-1971 spousal trust is exempt from minimum tax on its income in the taxation year in which the 
beneficiary spouse dies. This retroactive provision applies to the 1986 and subsequent taxation years. 

. A pre-1986 net capital loss is claimed at the 50% inclusion rate under which it was determined when it is 
claimed against income other than taxable capital gains. This means that, when claiming the $2,000 amount 
against income other than taxable capital gains, no adjustment is made to the pre-1986 net capital loss to 
reflect the current year inclusion rate. This amendment applies to 1985 and subsequent taxation years. 

. If you are requesting a clearance certificate, use the new Form TX19, Request for Clearance Certificate. 
Obtain this form from your district taxation office. 

. A communal organization that makes charitable donations cari elect tu designate the donations tu its 
beneficiaries in the same proportion that it elects to allocate income to those benefïciaries. This amendment 
applies to 1990 and subsequent taxation years. 

. The additional federal surtax has increased to 5% and is imposed on basic federal tax that is more than 
$12,500. This amendment applies to 1991 and subsequenr taxation years. 

l A testamentary trust that receives a benefit under a foreign retirement arrangement, cari designate this 
amount to a benefîciary for purposes of a paragraph 60(i) transfer to a Registered Retirement Savings Plan 
(RRSP) or Registered Pension Plan (RPP). This amendmerit applies to 1990 and subsequent taxation years 
for payments received after July 13, 1990. 

The following changes ax. from draft income tax legislation released on February 11, 1991: 

l The major proposed changes in this release affect the 21-year deemed realization rule for trusts. Without 
these changes, most trusts that bave been in existence sine 1971 would bave to report accrued gains in 
1993 on capital properties held on January 1, 1993. 

l The deemed realization day is generally: 

. for a tmst that is a pre-1972 spousal trust on January 1, 1993 - either January 1, 1993 or the day the 
beneficiary spouse dies, whichever date is later; 

. for a post-1971 spousal trust - the day the beneficiary spouse dies; 

. for other trusts - 21 years after January 1, 1972 or the day on which the trust was created, whichever 
date is later. 

This amendment applies after February 11, 1991. 

. Except for post-1971 spousal trusts, a trust cari elect to defer the application of the deemed realization rule 
if the trust has an “exempt” beneficiary alive at the end of the taxation year to which the rule would 
otherwise apply. TO make the election, use the new T1015 form. Form T1015 must be tïled within six 
months after the end of the taxation year to which the rule applies. This amendment applies after February 
11, 1991. 



l A trust cari elect to pay the tax arising from the application of the deemed realization rule, with applicable 
interest, in up to 10 annual instalments. TO make the election, use the new fonn (number not yet available). 
This amendment applies to 1993 and subsequent taxation years. 

l For more details on the deemed tealization rules, sec guide item “Deemed dispositon - 21-year rule.” 
Pre-1972 spousal trusts and post-1971 spousal trusts are defined in the guide under “Types of trusts.” 

0 A persona1 trust Will generally be able to claim property as a principal residence if the property was used as 
such by on: of the trust’s beneficiaries. This amendment applies to dispositions made after 1990. 

Other changes 
0 Investment clubs - For fiscal periods ending after December 31, 1990, an investment club that elects to 

be taxed on a “modified partnership bas? Will bave to file a Portnevship Infonwhm Return instead of a 
T3 return. For more details, refer to the Guide to thc Partnership Information Rrturn. 

0 Alberta royalty tax credit - As a result of amendments to Alberta legislation, the Alberta royalty tax 
credit for trusts and individu& has been incorporated into the Akm Corporate Tax Acf as the Alberta 
royalty credit. For 1991 and subsequent taxation years, this credit must be claimed from the province. For 
more details, sec guide item, “Line 1444.” 
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Basic information 

This guide contains information to help you complete the 
1991 T3 Trust Income Tax Return and Information Return 
(T3 return). Throughout the guide, we refer ta information 
contained in publications such as interpretation bulletins, 
information circulars and other guides. These publications 
are available at your district office. 

This information is intended as a guide only and is net a 
substitute for the Inrome Tax Act and Regulations. The 
headings for most items contain references to relevant 
provisions of the Incorne Tax Act and Regulations. 

Filing requirements 
Who should file 

An executor, trustee; administrator, assignee or receiver who 
owns or controls property on behalf of some other person is 
referred to as the trustee of a tmst. 

A trustee files a T3 return if income from the trust property 
is subject to tax and the trust: 

. has tax payable; oi 

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

. receives income, gains or profits from the trust property 
that is designated, paid or payable to one or more 
beneficiaries; and 

. total income on line 20 of page 2 of the T3 return is 
over $500; or 

. the income designated, paid or payable to any single 
beneficiary is over $100; or 

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

A trust return may not be required if an estate is distributed 
immediately after the person dia, or if no income was 
earned by the estate before the proceeds were distributed. In 
this case, the trustee should give each beneficiary a 
statement showing his or her share of the estate. 

Other fïling requirements 

A “related segregated fond trust” has to file a T3 return 
for its registered and non-registered fonds. 

A communal organization has to file a T3 retum. See 
Information Circular 78.5R2, Communal Organizations. 

Employee benefit plans and employee trusts bave to file 
T3 retums if the total receipts in the year are more than 
$500, whether or not they are from contributions, gross 
income or a combination of the two. Report the income 
of the beneficiaries on T4A Supplementary forms rather 
than on T3 Supplementary foron. 

If a non-profit organization’s main purpose is to provide 
dining, recreational, or sporting facilities for its 
members, it has to file a T3 retum if its gross or total 
income from property is more than $500. See the 
“Non-profit organizations” section in this guide. 

Each of the trusts listed below bas to file its own 
special T3 return: 

. Registered retirement savings plan 

. Amended registered retirement swings plan 

. Registered retirement income fond 

. Deferred profit sharing plan 

. Revoked deferred profit sharing plan 

. Registered pension fond or plan 

. Supplementary unemployment benefit plan 

. Registered investment 

For details, sec Information Circular 78-34R2, 
Guidelines for Trust Companies and Other Persans 
Responsible for Filing T3R-ND, T3R-G, etc. 

. A Retirement Compensation Arrangement (RCA) has to 
file a T3-RCA, Part XI.3 Tax Return. For details, refer 
to the Retirement Compensation Arrangement Guide. 

. A registered charity has to file a T3010, Registered 
Charity Information Return nnd Public Information 
Return. For details, refer to the Guide to the Charity 
Information Return. 

. A trustee or receiver appointed under the Bankruptcy 
Act, who is acting on behalf of an individual, should 
file a Tl retum rather than a T3 retum. 

l An agent, nominee or custodian net acting in a 
fiduciary capacity should file a T5 Return of Investment 

Income for payments of investment income, if acting on 
behalf of a resident of Canada. For details, see the 
TS Guide, Return of lnvesrment Income. 

What to file 

l T3 Trust Income Tax Rcturn und hfhmarinn Return, 
related schedules and statements - one copy. 

. T3 Summary and T3 Supplemcntary - one copy of 
each form. 

. T4A Supplementary - for beneficiaries of employee 
benefit plans and employee trusts. 

. NR4B Summary and NR4B Supplementary - if 
non-resident beneficiaries. See guide item, “Trust 
Schedule 10.” 

As we update the forms each year. be sure to use the most 
recent version available. The year appears on the top right 
corner of the fomx For example, “T3 1991” identifies the 
1991 version of the T3 Trust lncome Tax Return and 
Information Return. and “Rev. 91” identifies the 1991 trust 
schedules. If you bave to file a retum for the 1992 taxation 
year, and the 1992 retum is net yet available, you may use 
the 1991 version. If you are filing a retum for an earlier 
year (e.g., 1990), please complete the retum and schedules 
designed for that year (T3 1990 and Rev. 90), because 
different tax rates and rules apply. 

When to file 

Within 90 days from the end of the trust’s taxation year. 

If the required filing date for a T3 retum falls on a 
Saturday, Sunday, or statutory holiday, we Will accept the 
return as filed on time if it is delivered on, or the postmark 
on the envelope is for, the tint working day following the 
required filing date. 

For purposes of determining if a retum is fded on time, a 
return sent by first class mail or its equivalent (cg., a 



tourier service) is considered to bave been received on the 
day it was mailed. 

For more information on taxation year, sec guide item, 
“Taxation year.” Sec the “Penalties and interest” section in 
this guide for information on late-filing penalties and 
interest on unpaid taxes. 

Where to file 

The mailing address of the truste, rather than the address of 
the trust. determines the taxation centre to which the return 
should be mailed. 

Trusts served by district 
offices located in 

Newfoundland, 
Prince Edward Island, 
Nova Scotia, 
New Brunswick. 

QuBbec City, Sherbrooke, 
Rouyn-Noranda, Chicoutimi, 
Rimouski and Trois-Rivières. 

Mont~&& St. Hubert 
and Laval. 

Ottawa, Toronto, 
Mississauga, Scarborough 
and Nonh York. 

Al1 other areas of Ontario. 

Manitoba, 
Saskatchewan, 
Alberta. 

British Columbia. 

Sbould file with 
Taxation Centre 
Freshwater RoadiEmuire 
AVenUe 
St. John’s, Newfoundland 
AlB 321 

Taxation Centre 
2251 de la Centrale Blvd. 
Jonqu&e, Quebec 
G7S 5Jl 

Taxation Centre 
4695, 12th Avenue 
Shawinigan-Sud, Quebec 
G9N 7S6 

Taxation Centre 
875 Heron Road 
Ottawa, Ontario 
KIA IA2 

Taxation Centre 
1050 Notre Dame Avenue 
Sudbury, Ontario 
P3A 5Cl 

Taxation Centre 
66 Stapon Road 
Winnipeg, Manitoba 
R3C 3M2 

Taxation Centre 
9755 King George Highway 
Surrey, British Columbia 
V3T 5E1 

Direct telephone enquiries regarding trusts resident in 
Canada to your district office. Telephone numbers and 
addresses are listed at the back of this guide. 

Non-resident trusts 

If the trustez, executor, administrator or other legal 
representative who manages the trust or controls trust assets 
lies outside Canada, the trust retum should be mailed to: 

International Taxation Office 
875 Heron Road 
Ottawa, Ontario 
KIA 1AS 

Direct telephone enquiries regarding non-resident trusts to 
the International Taxation Office. 

If calling from the Ottawa area, dia1 952.8753 

Other calls from inside Canada I-800-267-5177 

Calls from outside Canada l-613-952-8753 
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Residence of trust 

A trust may be a resident of Canada, or a non-resident of 
Canada, and it may be a resident of a particular province or 
territory within Canada. Residency is a question of fact to 
be determined according to the circumstances in each case. 
However, a trust is generally considered to raide where the 
trustee, executor, administrator or other legal representative 
who manages the trust or controls the tmst’s assets raides. 
For more information, obtain Interpretation Bulletin IT-447‘ 
Rcsidence of a Tmst or Estate. 

Forms available for filing 
l T3 Trust Incomc Tax Retum and Information Return 

. Trust Schedules 1 to 14 

l T3 Summary and T3 Supplementary 

T3 Trust Income Tax Return and Information Return 

The T3 Trust Income Tar Return and Information Return 
consists of a four-page form and related schedules on which 
the preparer: 

. completes the “Identification area” in full; 

. reports income and deductions to arrive at net income; 

l deducts the trust income allocated or designated (or 
both) to the beneficiaries, where applicable; 

l claims the deductions to arrive at taxable income; and 

. determines the ta payable, if any. 

Trust Schedules 1 to 14 

Complexe the following schedules, if they apply: 

Trust Schedule 1 
(lines 101 to 122) 

Trust Schedule 2 
(lines 210 to 216) 

Trust Schedule 3 
(lines 301 to 334) 

Trust Schedule 4 
(line 401 to 430) 

Trust Schedule 5 
(lines 501 to 525) 

Trust Schedule 6 
(lines 610 to 613) 

Trust Schedule 7 

Trust Schedule 8 
(lines 805 to 824) 

Trust Schedule 9 
(lines 901 to 944) 

Trust Schedule 10 

Summary of Dispositions of 
Capital Property 

Calculation of Reserves on 
Dispositions of Capital Property 

Calculation of a Trust’s Eligible 
Tmahle Capital Gains 

Calculution of Cumulative Net 
Investmcnt Los.7 

Beneficiary Spousc Information and 
Calcularion of Spouse Trust’s Capital 
Gains Deduction 

Calculation of Total Taxable Capital 
Gains Attrihutahlr 10 Qualifed Farm 
Pmperty or Qualifed Small Business 
Corpomtion Shares 

Statement of Pension Income 
AllocationslDrsisnations 

Statement of Investment Income and 
Calculation of Gms-up Amo~nt of 
Dividends Retuined by the Trust 

Summary of lncome 
AllocationslDesijinations lo 
Beneficiaries 

Calcularion of Part X11.2 Tax and 
(lines 1001 to 1031) Part XIII Non-residenr Withholding Tax 

Trust Schedule Il Calculation of Federal Incomc Tax 
(lines 1101 to 1130) 

Trust Schedule 12 Calculation of Minimum Tax 
(lines 1201 to 1269) 
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Trust Schedule 13 Calculation of Provincial Income Ta 
(lines 1301 to 1346) of Newfoundland, Prince Edward 

Island. Novu Scotia. New Brunswick 
and Ontario 

Trust Schedule 14 Calculation of Provincial Income Tax 
(lines 1401 to 1484) of Manitoba, Saskatchewan, Alberta 

and British Columbia and Territorial 
Income Tax of the 
Northwest Territories and 
Yukon Territory 

Two copies of the T3 Trust Income Tax Return and 
Information Return and of each schedule are in the centre of 
this guide. You may obtain ztdditional copies of the return or 
any schedule from your distiict office. 

Supplementaries and summary 

Complete the following forms, if they apply: 

T3 Supplementary Statement for recording amounts paid 
or payable (allocated or designated) to 
a resident beneficiary, or amounts 
elected to be included in a preferred 
beneficiary’s income. 

T3 Summary Records the totals of the amounts 
reponed on a11 the related 
T3 Supplementaries. 

T4A 
Supplementary 

Statement for recording amounts paid 
or allocated to the beneficiaries of 
employee benefit plans or employee 
trusts. 

NR4B Statement of amounts paid or credited 
Supplementary to non-residents of Canada. 

You may obtain these forms (T3/T4A/NR4B Summaries and 
Supplementaries) from your district office. 

Sec guide items “Complet@ the T3 Supplementary form” 
and “Completing the NR4B Summary and 
NR4B Supplementary forms” for details on how to prepare 
these tw information slips. For more information on 
preparing the T4A Supplementary, sec the Employer~’ Guide 
to Payroll Deductions. 

Taxation year 104(23), 150(l), 153(2), 248, 
249, Regulation 204 
Testamentary trust 

A testam&tary trust is a trust or estate that forms when a 
person dtes. The taxation year of a testamentary trust may, 
but does net bave to, coiticide with the calendar year. The 
first taxation period of the trust begins on the day the 
person dies and ends at any time (as selected by the truste.) 
within the next 12 months. 

Once this year-end is established, it may net be changed 
without first obtaining oui approval. A T3 retum for a 
testamentary trust has to be filed, and the tax owing has to 
be paid to the Receiver General, within 90 days from the 
end of the trust’s established taxation year. 

There are several reasons why the tmstee may find ii 
advantageous to choose a calendar year-end (December 31) 
for a testamentary trust: 

l Availability of forms - The current year trust returns 
and related schedules arc usually net available until 
near the end of the calendar year (ix., the 
1992 T3 retums and schedules Will net be available 

until the end of 1992). A 1992 retum due before the 
forms are available would bave to be filed on a 
1991 form, which may net contain current-year changes 
or information. 

l More timely receipt of a Notice of Assessment - 
Amendments to the Income Tax Act generally require 
changing the procedures for processing retums. We may 
bave to delay the assessment of a return that has a 
taxation year ending early in a calendar year until the 
legislation has been passed by Parliament, and the 
revised procedures are in place. 

0 Generally, it is casier to complete fonns and to interpret 
rules when the taxation year falls within the calendar 
year. 

. Availability of infommtion - Most information slips 
for incarne amounts (e.g., T5 slip for bank interest) are 
issued on a calendar-year basis. 

. A calendar year-end may be more. advantageous to the 
beneficiaries. For example, the deduction for acquiring 
an annuity for a miner under paragraph 60(l) is only 
available to the miner in the year the incarne is reported 
on the minor’s retum. In addition, to be deductible, the 
annuity must be acquired for the miner during that year 
or within 60 days after the end of that year. In many 
cases, the tax benefits to the miner are greater if the 
trust has a calendar year-end rather than a year-end 
based on the date a person dies, sine the term of the 
annuity may net be more than 18 years minus the age 
of the miner. 

For a more complete definition of testamentary trust, sec 
“Types of trusts” in this guide. 

Inter vives trust 

An inter vives trust is a trust other than a testamentary trust. 
The taxation year of an inter vives trust must always 
coincide with the calendar year. A T3 retum for an inter 
vives trust mut be filed, and the balance of tax owing has 
to be paid to the Receiver General within 90 days from the 
end of the trust’s taxation year. 

Final return 

If a trust is wound up (discontinued) during a taxation year, 
the trustee may wish to file a final retum before the end of 
the trust’s normal taxation year. This return may be 
accepted in some circumstances, for example, when there is 
no income in the trust after the date it is wound up (or 
discontinued). A clearance Certifi&e may be issued in such 
circumstances provided a11 requirements for a clearance 
certificate are satisfied. For more information on clearance 
certificates, sec guide item, “Clearance certificate.” 

Penalties and interest 
Late-filing penalties 162(l),(2),(7) 

0 As an incorne tax return, the penalty for net tïling by 
the required date is 5% of the unpaid tax at that date, 
plus 1% of the unpaid tax for each full month (to a 
maximum of 12 months) that the retum is past due. 
This penalty Will apply when income is taxable in the 
trust. 

The retum is subject to a greater penalty if we issue a 
demand to file the retum under subsection 150(2), and 
we assess a late-filing penalty for any of the three 



preceding taxation years. The penalty is 10% of the 
unpaid tax plus 2% of the unpaid tax for each complete 
month, to a maximum of 20 months, that the return is 
late. 

0 As an information return, the penalty for not filing by 
the required date is $25 for each day of default to a 
maximum of $2,500. The minimum penalty is $100. 
This penalty applies when income is allocated or 
designated to beneficiaries. It applies to the late filing 
of the retum, and fo the late distribution of 
supplementaries to the recipients. 

Paxons who do not file an information return as 
required under the incorne Tax Regulations may be 
guilty of an offence. In addition to any other penalty, 
they are liable on summary conviction to: a fine ranging 
from a minimum of $1,000 to a maximum of $25,000; 
or both a fine and imprisonment for a tan of up to 
12 months. 

Interest 161 

Interest is charged at a prescribed rate on unpaid amounts, 
including interest and penalties, from the date the retum vas 
due to be filed until the date of payment. Interest is 
compounded daily. 

Reassessments 152(3.1) 

After initial processing and assessment, we may Select some 
T3 retums for further review or audit. We may reassess a 
return of incarne or make additional assessments, or assess 
tax, interest or penalties within three years (four years for 
mutual trusts) from the day of mailing of either: 

l a notice of an original assessment; or 

. a notice that no tax is payable for the taxation year. 

A trustee may ask us for a reassessment. If SO, mail the 
request within the rime limit specified above to the taxation 
centre where the original retum was filed. Be sure to 
include the account number of the trust on all 
correspondence. 

There is no time limit for reassessments based on 
misrepresentation due to neglect, carelessness, wilful default 
or when a fraud has been committed when filing the return 
or supplying any information required under the Act. 

Books and records 230, Regulation 5800 

Books and records necessary to verify the accuracy of the 
reported gras and net incarnes from business or property 
must be maintained for the period or periods provided by 
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the Incorne Tax Acf and Regulations, or until written 
permission is obtained from us for their disposai. Sec 
Information Circular 78-lOR2, Books and Records 
RerentionlDesrruction for details. 

Clearance certificate 159(2),(3) 

The Income Tax Act requireï that every administrator, 
executor and trustee (the “responsible representative”) 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. 

We cannot issue a clearance certificate until all the required 
T3 returns bave been filed and assessed, and all taxes, 
interest and penalties bave been paid or secured. After 
receiving the final Norice of Assessnzenf and paying or 
securing any balances owing, the responsible representative 
sbould send Form TX 19, Reqrrest for Clearance Ccrtificate, 
directly to the Business Audit Section at the appropriate 
district office. Contact your district office to obtain a copy 
of Form TX19. 

TO facilitate the processing of the clearance certifiate, the 
responsible representative should ensure that all information 
and documentation (cg., Will, trust document. etc.) 
requested on the forrn has been sent to us. It is not 
necessary to resubmit documents that bave been previously 
filed with us. If you are uncertain as to which documents 
bave already been filed, attach all the necessary 
documentation with your request. 

Privacy Act 

The Privucy Act protects the privacy of individual 
beneficiaries to whom the information contained in the 
T3 return pertains. The information provided by the trustee 
is needed to assess the trust’s income tax liability under the 
Incomc Tax Act. 

improving the guide 

We review this guide each year and make any changes we 
feel Will improve the explanations provided. If you bave 
problems with a particular explanation, or you bave any 
comments or suggestions to make about this guide, we’d be 
pleased to hear from you. 

Just Write a letter expressing your concerns to: 

Tax Forms Directorate 
875 Heron Road 
Ottawa, Ontario 
KIA OLS. 

Types of trusts 

Testamentary trust 108(l)(i), 70(6.1) . a trust created after November 12, 1981 if, before the 

A testamentary trust is a trust or estate that forms when a 
end of the taxation year, some property was contributed 

person dies. The tenns of the trust are established by the 
to the tmst except as a result of a person’s death; 

Will, by law in the case of an intestacy, or by court order, . a trust created before November 13, 1981 if: 

(e.g., according to dependant’s relief legislation). . after June 28, 1982, property was contributed to the 

A testamentary trust does not include: 
trw except as a result of a person’s death; 

. a trust created by any person except a deceased 
l 

l before the end of the taxation year, the fair market 
individual; value of all property owned by the trujt that was 



contributed by persons except an individual on death 
and property substituted therefor exceeds the fair 
market value of all property owned by the trust that 
was contributed by the person on death and property 
substitoted rherefor. In this calculation, the fair 
market value of property refus to its fair market 
value on the date on which the trust,acquired the 
property. 

If a tr”stee retains control of the assets rather than 
distributing them according to the Will, the trust may 
become an inter vives trut. If this is the case, the fiscal 
period of the trust must be changed to the calendar year, if 
the trust is not already filing on this basis. On the first 
retur” with a December 31 year end, attach a note 
explaining the situation. (In the year of change, the fiscal 
period may be less than, but may not exceed, 12 months.) 

Inter vives trust LOS(l)(f) 

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

The paragraphs below explain other definitions and terms 
that are used to further describe testamentary and inter vives 
tnlsts. 

Spouse trust 70(6), 70(6.2), 73(l)(c) 

A spouse trust may be either a testamentary trwt or an inter 
vives tr”st created for a spouse by a” individual under 
which: 

. the spouse is entitled to receive all of the income of the 
trust that may arise during the spouse’s lifetime; and 

0 the spouse is the only person who may receive, or 
otherwise obtain, the use of any income or capital of 
the trust during the spouse’s lifetime. 

A further requirement is that at the time the property is 
transferred to the trwt, both the settlor (individual who 
creates the trust) and the trust must be resident in Canada. 
In the case of the testamentary spouse tr”st, the settlor mut 
be living in Canada immediately before death, while the 
trust must be resident in Canada immediately after the 
property vests in the trust. The trw may “ot qualify as a 
spouse trust if benefits to the spouse change or cesse upo” 
remarriage. 

The tetm “tainted spouse trust” is commonly used to refe! 
to a trust created in faveur of a spouse that does “ot meet 
the qualifications of a spouse trust. More details about 
spouse trusts are provided in Interpretatio” 
Bulletins IT-305R3, Establishmcnt of Testamentu~y Spouse 
Trust, and IT-207R, “Tain&” Spouse Trusts. 

Pending legislation - From February 11, 1991 draft 
income tax legislation, effective after February 11, 1991 

Spouse, or former spouse, includes a party to a voidable or 
void mariage. 

A pre-1972 spousal trust includes: 

l a testamentary trust created before 1972; 

0 a” inter vives trust created before June 18, 1971; 

where only the beneficiary spouse was entitled to receive 
income of the trust, or did receive or had the “se of any 

1 income of the trust for the period commencing on the day 
the trust was created, and ending on the earliest of: 

0 the day on which the beneficiary spouse dies; 

0 January 1, 1993; 

0 the particular time on which the definition is applied. 

The test Will not qualify as a ~~1972 spousal trut if, at 
any time in the period described above, a person other than 
the beneficiary spouse received or otherwise obtained the 
benefit of the tr”st income or capital. 

A post-1971 spousal trust includes: 

0 a testamentary tmst created after 1971; 

0 a” inter vives trust created after June 17, 1971; 

where the beneficiary spouse, while alive, is the only person 
entitled to receive or use the income or capital of the trust. 

The temu “pre-1972 spousal trust” and “post-1971 spousal 
trust,” as defined above, apply after February 11, 1991. 

Interspousal transfers and loans of property 74.1(l), 
74.2, 74.3, 74.5 

If a” individual (the transferor) transfers or lends property to 
a trust for the benefit of the transferor’s spouse, the 
transferor, and not the trust while the transferor is alive, 
may bave to report, for income tax purposes, the income or 
Ioss from the property and any taxable capital gain or 
allowable capital Ioss on the subsequent disposition of the 
property by the trust. In the case of loaned property, the 
“box rule applies only if the property was lent to the tr”st 
after May 22, 1985, or if the property was lent before 
Müy 23, 198.5, and the loan is outstanding after 1987. When 
the income is to be included in the income of the transferor, 
the trust has to file a T3 return and issue a 
T3 Supplementary reporting the income as that of the 
transferor. 

The above rule does not apply if the property is sold to the 
trust at fair market value, or if Io”ns bear a prescribed rate 
of interest, and the interest charged is actually paid “ot later 
than 30 days after the end of the ruxiltion year. If this 
occurs, the incarne or loss from the property, and any 
taxable capital gains and allowablc capital losses from the 
property would be income of the trut. 

For more details, sec Interpretation Bulletins IT-258R2, 
7nmrfer of Pqxrty 10 u Spouse and its Special Release, 
and IT-5 i 1, Intmpousa[ TIY&XY und Lorrns of Pwpet~y 
mrrdc afw May 22, 1985. Interpretation Bulletin IT-51 I 
contains a sample calculation to dctermine the amount to be 
included in the transferor’s income. 

Trust for a miner 104(18) 

If a miner beneficiary of a testamentary or inter vives trust 
has a vested interest in a trust, and that trust has 
accumulated income in a taxation year only because the 
beneficiary is a miner, the income Will be considered to 
bave been payable to the minor in the year, and Will 
become taxable in the minor’s hands. For more details, sec 
Interpretation Bulletin IT-286R2, Trusrs -Amo~nt Payublc. 

Transfers and loans ta a trust for a miner 
74.1(2), 74.3, 74.5, 56(4.1) 

When an individual transfers or lends property to a trust for 
the benefit of a beneficiary who is a miner, the income or 
loss from the property may be attributed to the transferor 
and taxed in the transferor’s hands while the transferor is 
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resident in Canada. The transferor does “ot bave to report 
the income or 10% of the trust if the beneficiary has, before 
the end of the year, tumed 18, or if the income is taxed in 
the trust. 

A miner for this purpose is a perso” under the age of 18 
who is either the niece or nephew of the transferor, or who 
is not dealing at arm’s length with the transferor. 

Loans to a trust for the benefit of a miner are subject to the 
same time periods described in the first paragraph under the 
heading, “Interspousal transfers and loans of property.” 

When the income is to be included in the income of the 
transferor, the trust must file a T3 retur” and issue a 
T3 Supplementary reporting the income as that of the 
minsferor. 

For more details, sec Interpretation Bulletins IT-260R, 
Tramfer of Property fo a Miner and its Special R&ase, 
IT-5 10, Transfers and Loans of Property Made Affer 
May 22, 1985 IO a Related Minov, and IT-286R2, Trusts - 
Amnunt Payable. Interpretation Bulletin IT-510 contains a 
sample calculation to determine the amount to be included 
in the transferor’s income. 

Unit trust 108(2)(a),(b) 

A unit trust is a” inter vives trust that at any particular time 
the interest of each beneficiary in the trust is described by 
referring to units of the trust, and the trust satisfies the other 
conditions of paragraph 108(2)(a) or (b) of the Incorne Tax 
AL?. 

Mut”a1 fund trust 132, Regulation 4801 

A mutual fund trust is a unit trust that resides in Canada, 
and its only undertaking is the investing of its funds. Such a 
trust has ta comply with the conditions prescribed under 
Income Tax Regulatio” 480 1. Form Tl X4 is available from 
your district office to help you calculate the capital gains 
refund for mutual fund trusts. 

Communal organization 143 

A” inter vives trust is considered to bave been in existence 
on December 31, 1976 and continuously thereafter when a 
congregation: 

l has members who live and work together; 

l does not permit a”y of its members to ow” propwty in 
their own right; 

. requires that its members devote their working lives to 
the activities of the congregation; and 

. carries on one or more businesses, or manages or 
controls one or more corporations, trusts or other 
persons that carry on one or more businesses for the 
purpose of supporting or sustaining its members or the 
members of any other congregation. 

A communal organizatio” mut file a T3 retum and pay tax 
as though it were a” inter vives trust. However, it ca” elect 
to allocate its income to the beneficiaries. Information 
Circular 7%5R2, Communal Or@nizations de& with this 
subject in detail. 

Employee benefit plans 6(l)(g), 12(l)(n.l), 32.1, 248(l) 

An employee benefit plan is a” arrangement under which 
contributions are made by an employer t” fund benefits for 
employees or former employees. The employer may deduct 
contributions to the plan only when they are actually 
distributed to employees or to former employees, or to their 

legal heirs or their representatives. At the same time, the 
recipient includes the amount actually received from the 
employee benefit plan in income. Amo”nts received by the 
employee or heirs are considered to be income from a” 
office or employment, and are reported on a 
T4A Supplementary, “ot a T3 Supplementary. 

When a” employee benefit plan is a trust, the trust is taxed 
on its income under Part 1. Contributions to the plan are “ot 
included in the trust’s income, and distributions out of the 
plan are “ot deducted from income. The trust includes, in its 
income, the amount of income from the investment of trust 
property, and deducts expenses related to earning this 
investment income unless the income is paid to the 
employees or employer. TO be recognized as an income 
beneficiary, the employer must bave unrestricted right, title 
and use of the income allocated to the employer. A payment 
that is conditional upo” its repayment to the trust is not 
accepted as a bona fide paymcnt. This income Will be taxed 
in the hands of the trust. 

The trust must file a T3 retum if the total of its income 
from all sources is more than $500 in the taxation year. 
Attach a statement of amounts received and disbursed 
during the year, identifying by type both the revenue 
(eg., contributions, investment income) and disbursements 
of the plan. Report payments out of or under an employee’s 
benefit plan on the T4A Supplementary fonn. 

For more information, sec Interpretatio” Bulletin IT-502, 
Emplnyee Benefit Plans and Employee Trusts, and its 
Special R&ase. 

Whe” an employer makes contributions for a” employee’s 
retirement, terminatio” of employment or for any substantial 
change in the services of a” employee, the plan is likely a 
Retirement Compensation Arrangement (RCA). If the plan 
existed on October 8, 1986, the RCA rules Will apply on 
January 1, 1988, or on the day after October 8, 1986 on 
which the existing arrangement was materially altered, 
whichever date is earlier. Grandfathering provisions apply to 
plans that existed on October 8, 1986 that allow employez 
benefit plan rules, where applicable, ta apply to that portion 
of plan funding in place before. the RCA rules became 
effective. File a T3 Trust Incomr Tax Return and 
Information Return for the employez benefit portion, and a 
T3-RCA Part Xl.3 Tax Retum for the RCA. Sec the 
Retirement Compensation Arrangemrnr Guide for more 
details. 

A salary deferral arrangement is a” arrangement under 
which a perso” has a right to receive salary or wages in a 
year after the services bave been rendered. One of the main 
purposes of the arrangement is to postpone any tax payable 
for services rendered. The amount of deferred salary or 
wages is included in the employee’s income in the year the 
services are rendered. The employee is taxed on any income 
earned by the salary deferral arrangement on the amount 
deferred in the year the income is eamed. An agreement 
made in writing before February 26, 1986 continues to be 
treated as a” employee benefit plan: 

0 when contributions are for services rendered before 
July 1986; or 

0 when contributions are for services rendcred after 
June 1986 if the employee is bound under contract to 
defer receiving that income. 
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Salary deferral arrangements and their exclusions are 
described in subsection 248(l) of the Income Tax Act. 

Segregated fund trust 138.1 

Segregated funds of life insurers for life insurance policies 
are considered to be inter vives tr”sts and are referred to as 
“related segregated fund trusts.” Basically, the property and 
income of a segregated fund is considered to be the property 
and income of such a tr”st, and the life insurer is the trustes 
of the related segregated fund trust. 

File a separate T3 ret”m and financial statements for each 
segregated fund. 

Non-profit organizations 122(l), 149(1)(l), 149(5) 

If a non-profit organization such as a club, society or 
association is organized and operated exclusively for social 
welfare, civic improvement, pleasure, recreation or for any 
other purpose except profit, it Will be exempt from ta and 
generally would net bave to file a retum if no part of the 
income is payable to, or available for, the personal benefit 
of a proprietor, member or shareholder. 

However, if the main purpose of the club, society or 
association is to provide dining, recreational or sporting 
facilities to its members, an inter vives trust is considered to 
bave been created. The non-profit organization will then be 
subject to tax on its income from property. 

The non-profit organization must file a T3 retum when its 
gross or total income from property such as interest income, 
rental incarne or other invesrment income is more than $500 
for the calendar year. The trust may deduct $2,000 from its 
taxable income. Tax is payable by the trust “pon its taxable 
income for each year “sing the 29% federal income tax rate 
that applies to inter vives trusts. Further details on the 
taxation of these organizations are contained in 
Interpretation Bulletin IT-83R3, Non-profit Organizations ~ 
Taxarion of lncmne jïm Properfy. 

Employee trust 6(l)(h), 104(6), 248(l) 

In general, an employee tr”st is an arrangement established 
after 1919 under which payments are made by an employer 
to a truste in tr”st for the sole benefit of the employees. 
The truste has to elect to qualify the arrangement as an 

employee tr”st in the trust’s initial return of income which 
must be filed within 90 days from the end of the trust’s first 
taxation year. Contributions by the employer to the plan 
may be deducted by the employer only if this election has 
been made. TO maintain its employee tr”st stat”s, each year 
the tr”st must allocate to its beneficiaries all non-business 
income for that year, including employer contributions. 

Business income is excluded from the allocation and is 
taxed in the tr”st. The amounts allocated are taxed in the 
beneficiaries’ hands in the year of allocation as income from 
employment. Report this income on a T4A Supplementary, 
not on a T3 Supplementary. Complete Trust Schedule 9, 
Summary of Income AllocarionslDesi~nations fo 
Beneficiaries, or an equivalent statement of allocation, and 
include it with the T3 tetum. See Interpretation 
Bulletin IT-502, Employce Benefit Plans und Employce 
Trusts and its Special Release for more details. 

Investment clubs 

We allow an investment club that is not a partnership, tr”st 
or corporation to elect to be treated as a partnership 
(referred to as a “modified partnership”) to facilitate the 
determination and reporting of income for each member. For 
fiscal periods ending after December 3 1, 1990, an 
investment club which elects to be treated as a “modified 
partnership” must file a Parfnership Information Return 
instead of a T3 return. For details, sec the 1991 Guide fo 
the Parmer-ship Informafion Relurrr and Information 
Circular 73.13, Investmcnt Clubs and its related Special 
R&?ase. 

Persona1 trust 248( 1) 

A personal tr”st cari be either: 

l a testamentary tr”st; or 

l an inter vives @“St in which no beneficial interest was 
acquired for consideration payable either to the trust, or 
to a person who contributed to the tr”st. 

The individu& and related individu& who create the @“St 
may keep an interest in the tr”st without the tr”st losing its 
stat”s as a personal tr”st. Any tr”st that does net meet the 
above definition is considered to be ü “commercial trust.” 

Completing the T3 return 

Page 1 
Identification area 

. Non-profit organization - If the non-profit 
organization is incorporated, enter the corporation 
account number assigned by us. 

Refer to rhe following guidelines when completing this area 
of the return: Question 1 

. Complete all items in the “Identification area.” 

. Name of trust - Be sure to use the same name on all 
returns and correspondence for the tr”st. 

l Account number - If an account number has been 
assigned to the tr”st, enter it in this space. Include this 
number on ail correspondence related to the tr”st. If this 
is the first return filed, we Will issue an account number 
to the tr”st shortly after we receive the return. 

This question must be answered by all trusts (other than 
mutual and segregated fund trusts). If the tr”st is one of a 
number of tr”sts created from contributions made by the 
same individual, submit a list showing the name and address 
of each tr”st, and the share of the basic exemption from 
minimum tax allocated to each tr”st within the curent 
taxation year (sec Trust Schedule 12, line 1226). This ht 
must be signed by the legal representatives of each tr”st. 

Question 2 
l We “se the information regarding the residence of the The sale of an income or capital interest in a tr”st 

tr”st and type of trust to determine the correct rate of constitutes a change in ownership. For the purpose of this 
tax. It is very important that yo” complete each item question, distributing est& property to beneficiaries is net 
fully and correctly. considered to be a change in ownership. 
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sharing plan may, if the trust SO chooses, be taxed in the 
trust at a reduced rate. If income remains in the trust, and 
ITAR 40 provisions will be applied, do not include the 
amount on line 02. Instead, write ITAR 40 on line 02 and 
on Trust Schedule 11, line 1109, and we Will calculate the 
tax adjustment for you. Information Circular 74-21R, 
Payments ouf of Pension and Defwred Profit Sharing 
Plans - ITAR 40, and Interpretation Bulletin IT-281R2, 
Elections on Sir@e Payments from a Deferred Profit 
Sharing Plan, dal with this subject in more detail. Include 
these lump-sum amounts on line 02 if the trust income is 
being allocated to beneficiaries. Attach any information slips 
received. 

Line 03 
Actual amount of dividends 82 

The actual amount of taxable dividends received from 
taxable Canadian corporations is reported here and on Trust 
Schedule 8, Part A, line 805. Attach any information slips 
received. 

Line 04 
Foreign investment income* 

Include on this line, all interest and other investment income 
from foreign sources. Report foreign income in Canadian 
funds. Trust Schedule 8, Part A, line 808 provides space to 
list the foreign investment incarne reported on line 04. 

Line 05 
Other investment income* 

On line 05, enter the amount from Trust Schedule 8, Part A, 
line 815. 

On this line, include all interest and investment income from 
Canadian sources except the dividends from taxable 
Canadian corporations reported on line 03. Attach any 
information slips received. 

Question 6 
See Interpretation Bulletin IT-406R2, Tax Payable by an 
Inter Vives Trust for information about debts incurred in 
non-arm’s length transactions. 

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

Question 9 
Sec guide item “Designated income to be taxed in trust 
104(13.1) 104(13.2),” for more details. Designations under 
subsections 104(13.1) and 104(13.2) may be made only at 
the time the T3 return is filed. After the return is fïled, 
designations under subsections 104(13.1) and 104(13.2) 
may not be made, withdrawn or cbanged. 

Page 2 
Income - Lines 01 to 19 

Line 01 
Taxable capital gains 
3, 38, 39, 40(l), 110.6, 111, 138.1(3) 

Calculate the taxable capital gains and allowable capital 
lasses of the trust on Trust Schedule 1. If the amount 
calculated on line 122 of this schedule is a taxable capital 
gain, enter the amount on line 01. 

When a trust’s allowable capital losses (except allowable 
business investment losses as described under line 25) 
exceed the trust’s taxable capital gains, the excess cari 
neither be deducted against other income of the trust 
in 1991 nor allocated to the beneficiaries (except as 
described under guide item “Allocation or designation of 
losses”). The excess becomes a “net capital 10s~” for 1991 
which may be applied against the amount of taxable capital 
gains clear of allowable capital losses of other years. Sec 
lines 51 and 52 for more information on losses. 

Note that in the first taxation year of a testamentary trust, 
the legal representative may elect to apply an excess of 
capital losses over capital gains against income of the 
deceased on the Tl return for the year of death. See guide 
item, “Testamentary trust - 164(6) election.” 

Line 02 
Pension income 56(l)(a)(i), 147(10) 

The amount to be entered on this line includes items such as 
a single payment out of a pension fund or deferred profit 
sharing plan, or annuity payments out of a superannuation 
or pension plan. 

Pending legislation - Tabled May 30, 1991 

Include any payrnent received after July 13, 1990 out of a 
fore& retirement arrangement. (Fore@ retirement 
arrangements are presently intended to refer to certain 
amounts received from Individu1 Retirement 
Accounts (IRA), as outlined in subsections 408(a) and (b) of 
the United States Internai Revenue Code.) 

Lump-sum payments ITAR 40(l), (5) and (7) 

Certain lump-sum payments (accrued to December 3 1, 197 I ) 
received by a trust from a pension fund or a deferred profit 

Notes * 
Interest credited to the trust’s account by a financial 
institution is considered to bave been received by the trust. 

In the first year of a testamentary trust, the interest income 
which has accrued to the person’s date of death is reported 
on the deceased taxpayer’s final Tl retum. It should not be 
included in income received and reported by the trust. 

Line 06 (net), line 96 (gross) 
Business income 

Enter net business incarne on line 06. If a trust is carrying 
on a business other than farming or fishing, it must use the 
accrual method to determine its net business income. Attach 
a separate profit and loss statement (such as Form T2124) 
and a balance sheet for each business carried on by the 
trust. For more information, sec the 1991 Business and 
P?vfessinnal Income Tax Guide. 
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Line 07 (net), line 97 (gross) 
Farming‘incbme -- 

Line 08 (net), line 98 (gross) 
Fishing income 119 

A trust that has income from farming or fishing may use 
either the cash or accrual method to determine incarne from 
these sources for the taxation year. Attach a statement of 
income and expenses to the retum. The 1991 Faming 
Income Tax Guide and the 1991 Fishing Income Tax Guide 
contain blank statements (Forms T2042 and T2121, 
respectively) to help you determine farming and fishing 
income. Farming and fishing income retain their identity 
when allocated to resident beneficiaries or to members of a 
communal organization for an election under the block 
averaging provisions. Report farming or fishing incomc, 
paid or payable to a beneficiary in box 27 of the 
T3 Supplementary. 

Line 09 (net), line 99 (gross) 
Real estate rental income 

On line 09, enter the net income from real estate rentals. 
Enter the gras rental income on line 99. In the case of a 
partnership, report the trust’s share of the net rental income 
on line 09, and the total rental incarne of the partnership on 
line 99. 

Attach a statement of real estate rentals (such as 
Form T776) to your return. TO obtain a copy of the 
statement, and for additional information, sec the 1991 
Rental Incomc Tu Guide. 

If the trust acquired property by gift, bequest or inheritance, 
and it is claiming capital cost allowance on Form T776, 
refer to Appendix A in this guide for some special rules 
conceming the cost of the property to the trust (“COS~ of 
additions of depreciable assets”). 

Line 19 
Other income 

Under “Other income” report the total of any type of 
income received in the taxation year that is net itemized on 
the T3 retum or trust schedules such as: 

l royalties; 

l commissions; 

l foreign business income; 

. any death benefits under the Canada or Quebec Pension 
PltUlS; 

. retiring allowances (unless this amount is reported in 
the retited person’s income for year of death as a “right 
or thing,” or by a beneficiary; for more details, sec the 
curent version of Interpretation Bulletin IT-337, 
Retiring Allowances); 

l certain employment related income (sec Appendix B lot 
details). 

Death benetït 248(l) 

If the trust receives an amount for a deceased person’s 
employment service, and the income is to be taxed in the 
trust according to the provisions of the trust document, thc 

trust may be able to exclude up t<> $10,000 of the amount 
from income. For more information on the payments that 
qualify for the $10,000 deduction, and to determine the 
taxable portion to be reported on line 19, see Interpretation 
Bulletins IT-301, Dearh Renej5t.s -- QualrfYinfi Paymenfs 
and IT-508, Death Bcnefits ~ Crrl~ulotion. Any amount of 
the death benefit excluded from the trust’s income on 
line 19 Will reduce the amount of death benefit that may be 
designated to the beneficiaries. Sec Trust Schedule 9, 
line 935. 

Registered Retirement Swings Plans (RRSP) 

Incarne earned in an RRSP in a year beyond the year of 
death should be reported by the plan issuer on a T3R-IND. 
If a testamentary trust is the bencficiary of the RRSP, the 
trust would include in “Other income” on line 19, its 
income from the plan. Please note that benefits that accrued 
to the date of death must be reported on the final TI return 
of the deceased, or in some circumstances, on the TI return 
of the spouse or a dependent child or grandchild. For more 
details, see the current version of Interpretation 
Bulletin IT-500, Rcgiswed Retirenrent Sovinjis Plans 
(tnururinji aftw June 29. /97X) Dcufh ofan Annuirnnt afler 
.lune 29, 1978. 

Deductions - Lines 21 to 40 

Line 21 
Carrying charges 
18(l)(a), 20(l)(c), 20U)(bb) 

On line 21, enter the total from Trust Schedule 8, Part A, 
line 820. 

Carrying charges paid to third parties include interest on 
money borrowed to earn investment income, fees paid for 
the management or safe custody of the investment, safety 
deposit box charges, accounting fees paid for the recording 
of investment income, and investment counsel fees paid. Do 
net include us a carrying charge brokerage fees incurred to 
purcbase and sel1 securities. Brokel-age fees are part of the 
cost of a security if they are incurred when purchasing the 
security, or they may be claimed as “Outlays and expenses” 
on Trust Schedule 1, if they are incurrcd when selling the 
security. 

The trust cari deduct interest expense on a life insurance 
policy loan used to earn income, provided the interest 
expense is net added to the adjusted cost base of the policy. 
If a trust is claiming interest paid on a policy loan during 
the year, the insurer bas to complctc Form T2210, 
Vwification of’ Poliry Lnuw Intc~rmr 11)’ rhe Insurw, no later 
than 90 days after the trust’s year-end. 

Line 24 
Trustee fees 9(l), 20(l)(bb) 

The trust may deduct executor and trustez fees from its 
income if the fees are paid to a person for giving advice on 
purchasing or selling, or for administcring or managing 
shares or securities. Also that person’s principal business 
mut either consist of giving advice tu others on how to 
purchase or sel1 shares or securitics, or provide 
administration or management services for shares or 
securities. For more details, sec Intcrprctation 
Bulletin IT-238R2. Fees Puid ro Iwesrmenr Counsel. 
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In addition to the above outlays, the trust may deduct 
executor and trustee fees when computing its business or 
property income, provided the expense was incurred for the 
purpose of gaining or producing this income. Such fees may 
net be deducted again at this line. Trustez fees for looking 
after real property (cg., residence) used by a life beneficiary 
of a testamentary trust are net fees incurred for the purpose 
of earning business or property income, and may net be 
deducted when computing the income of the trust. 

Executor fees are considered to be income from an office, if 
they are paid to an individual who does net act in this 
capacity in the normal course of business. Report these fees 
on’a T4 Supplementary, if they amount to $500 or more. If 
the fees are paid to a non-resident of Canada for services 
pwfortned in Canada, report them on a 
T4A-NR Supplementary. For more details, sec the 
Employer~’ Guide fo Payroll Deductions, and Interpretation 
Bulletin IT-377R, Director’s, Executor’s, and Juror’s Fees. 

Line 25 
Allowable business investment losses 
39(i)(c), 39(10), 50(i), 104(21.2) 

The trust may bave a business investment loss if it has a 
capital loss: 

0 from disposing of shares or debt of a small business 
corporation to a person with whom the trust deals at 
arm’s length; or 

0 from a bad debt owed to the trust by a small business 
corporation. 

When determining the allowable portion that may be 
claimed, the business investment loss of a trust may be 
subject to a reduction. If, in a previous year, the trust 
designated part or all of its “Eligible taxable capital gains” 
(Trust Schedule 3) to a beneficiary of the trust, the trust’s 
business investment loss for the current year is reduced by 
the lesser of: 

. the trust’s business investment loss for the year 
otherwise determined: and 

. the total of: 

l two times (2) the eligible taxable capital gains 
amounts designated by the trust for the taxation years 
ending in 1985, 1986 and 1987; 

. one and one-half (3/2) times the eligible taxable 
capital gains amounts designated by the trust for the 
taxation years ending in 1988 and 1989; and 

l 1.33 (4/3) times the eligible taxable capital gains 
amounts designated by the trust for taxation years 
ending in 1990 and subsequent years; 

minus 

l the total of any reductions to a business investment 
loss made in previous years. 

The curent year reduction is then treated as a capital loss 
rather than as a business investment loss. Enter the amount 
of the reduction on Trust Schedule 1, line 113. 

Three quarters (3/4) of the remaining business investment 
loss incurred in a taxation year ending after 1989 represents 

an allowable business investment loss which cari be 
deducted from all sources of income in the year. Report an 
allowable business investment 10s~ on line 25. 

Any allowable business investment loss net deducted when 
computing income in the 1991 taxation year is included in 
the non-capital las of the trust for the 1991 taxation year, 
and cari be deduEted when computing the taxable incomes 
of other taxation years. The non-capital las for the 1991 
taxation year cari be deducted from the taxable incomes for 
the three preceding taxation years, or for the seven taxation 
years immediately following. Any undeducted balance of 
this non-capital loss remaining after seven taxation years is 
then included in the net capital loss computation. For more 
details, obtain the 1991 Capital Gains Tax Guide and 
Interpretation Bulletin IT-484R, Business Investment Losses. 

Line 40 
Other deductions from total income 
g(l), 18(l)(a) and 03, 18M, 18(l)(h), 
2O(l)(v.l), 53 

Other deductions could include legal and accounting fees. 
Claim only those amounts that were spent to eam income of 
the trust. Do not claim outlays and expenses that pertain to 
the capital assets of the trust, or personal expenses of the 
beneficiaries or trustees. Funeral expenses or probate fees, 
for example, are net allowable deductions from income. 

Resource allowance 2O(l)(v.l), Regulation 1210, 1206(l) 

A trust that reports “resource profits” may claim, on this 
line, a resource allowance of up to 25% of its resource 
profits (as determined under Replation 1204 and 1210). 
Generally, the resource profits of a trust would be eamed as 
“production royalties,” Le., royalties based on the amount or 
value of oil and gas production, and on which the recipient 
pays non-deductible crown charges. If a resource allowance 
is being claimed, include a copy of your calculations as well 
as documentation, such as a T5 slip or a statement from the 
payer, to verify that the income qualifies for the resource 
allowance. Sine resource profits lose their identity when 
allocated to a beneficiary, a beneficiary may net claim a 
resource allowance on income allocated from a trust. 

Deductions must be related to sources of income 

Please note. that expenses of a tmst must be deducted before 
any income cari be allocated to the benetïciaries. The 
expenses are applied directly to the income to which they 
relate. Those that relate to more than one source of income 
should be apportioned on a reasonable bais to the 
applicable sources of income of the trust. Complete Trust 
Schedule 9, Part A to show how expenses apply against 
specific types of income. 

Charitable donations 104(6), 118.1, 143(3.1) 

If the trust made charitable donations, refer to guide item 
“Schedule 11, line 1112” to determine whether the 
donations may be deducted as an allocation of trust income 
(on Trust Schedule 9, line 926) or as a non-refundable tax 
credit on Schedule II, line I 112. 
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Taxable benefits - Lines 43 to 45 

Line 43 
Upkeep, maintenance, taxes of any 
property used or occupied by any 
beneficiary 105(2) 

If the terms of the trust require the trust to pay for the 
upkeep, maintenance or taxes on property used or occupied 
by a beneficiary, the amounts paid by the trust must be 
included in that beneficiary’s income in the year they are 
paid, i.e., reported on the beneficiary’s T3 Supplementary. 
Only those amounts that bave been included in the expenses 
of the trust (whether on a financial statement or on line 40) 
should be entered on this line. Give details of the amounts 
entered on this line including the nature and amount of 
payment. and identify the financial statement or line on thc 
T3 return where you bave claimed the expenses. 

Line 44 
Value of other benefits to recipients 105(l) 

The value of other benefits from a trust “or otherwise 
included in a person’s income must be show” on this line 
(e.g., amounts paid for the beneficiary’s personal or living 
expenses). These benefits mut be included on the 
T3 Supplementary form and reported as income by the 
beneficiary. The benefits reported here may net be deducted 
from the incarne of the trust. Therefore, they are added here 
to offset the income allocations or designations amount on 
Schedule 9, line 928, and deducted on line 47 of the 
T3 return. Please provide details. including the nature of the 
benefits, For any amounts entered on this line. 

Line 47 
Total income allocationsldesignations to 
beneficiaries 

On line 47, enter the total amount of trust income allocated 
or designated to beneficiaries From Trust Schedule 9. 
line 928. Complete Trust Schedule 9 and Supplementary 
Forms (T3, T4A, NR4B, if they apply) if an amount is 
entered hue. 

Line 49 
Gros+up amount of dividends retained by 
the trust 

Enter on line 49, the amount from Trust Schedule 8, Part B. 
line 824. This amount reflects the gross-up of dividends 
retained by the trust. 

Page 3 
Additional information required 

Please answer all questions and attach any necessary 
schedules or statements. 

Question 10 

If yes, refer to guide item, “Preferred beneficiary election.” 
This preferred beneficiary election mut be made and filed 
with US within 90 days from the end of the trust’s taxation 
year. 

Question 14 
If estate assets bave been distributed to one or more 
beneficiaries, attach a statement and include the following 
information: 

. name and address of the recipient(s); 

. description of assets transferred: 

. fair market value of the assets on the day they are 
transferred; 

. cm amount of the assets on the day they are 
transferred. 

Question 15 
IF the answer is yes, the election must be filed to amend the 
deceased taxpayer’s TI return for the year of death. Sec 
guide item, “Testamentary trust ~ 164(6) election,” for 
more details. 

Page 4 
Calculation of taxable income 

of trust 
Lines 50 to 56 

Line 51 
Non-capital losses of other years 
11 l(l)(a), 111(8)(b) 

A non-capital Ioss could arise if the trust had a loss from 
business or property in a year, and the loss was more than 
the trust’s income from ail sources in that year. The unused 
portion of a non-capital loss incurred in 1983 and 
subsequent years may be carried Forward seven years and 
back three years. 

The amount to claim on line 5 I on a current-year T3 return 
is the unused portion of a non-capital Ioss carried forward 
from a previous year. 

If the trust has an unused non-capital loss to carry back to a 
prcvious year. complete new Form T3A, Requesf for LO~S 
Cuyy-bock hy u Trusr. Sec guide item, “LOS~ applications.” 

When claiming a non-capital loss carried Forward from a 
previous year, please enclose a continuity statement of any 
non-capital 10% balances, grouping them as Follows: 

l before 1986 (taxation years commencing in 1985 and 
earlier); and 

. after 1985 (taxation years commcncing in 1986 or 
later). 

Farming and fishing losses 
The trust may carry back three years and forward 10 years, 
non-capital lasses from farming and Fishing. For more 
deuils on farming or fishing, obtüin the 1991 Farming 
I~~~:ome Tax Guide or the 1991 Fishing Income Ta Guide. 
Note that there are restrictions on the amount of certain 
Farm losses that may be çlaimed each year. 

Tbe trust may deduct non-capital losses of other years 
only if there is net income remaining in the trust after 
allocations and designations bave been made to 
benetkiaries (line 48 on page 2 of tbe T3 return). 
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Listed persona1 property losses 

Losses on listed personal property (LPP) may be applied 
only against an LPP gain. If the unused portion of an LPP 
loss from another year is applied against a current year LPP 
gain, the claim is made on Trust Schedule 1, line 108. See 
guide item, “Listed persona1 property.” 

Loss applications 

Requests for a loss carryback to a previous year must be 
made on or before the due date of the T3 retum for the year 
in which the loss has occurred. TO make a request, use new 
Form T3A, Kequest for Los.~ Curry-hack by a Trust. This 
form may be filed separately or attached to the current year 
T3 return. 

If the losses are not fully absorbed by incomes of the 
previous years, keep a copy of the T3A form as a record of 
unused losses for future years. Always apply the oldest loss 
within a class of Iosses first (cg., 1986 non-capital losses 
should be applied before 1987 non-capital losses). 

If all or a part of the previous year’s income vas allocated 
to beneficiaries, a non-capital loss carryback canot reduce 
the income allocated to beneficiaries. 

If part of the previous year’s incarne remained in the trust, 
a net capital Ioss carryback may reduce taxable capital gains 
designated to a beneficiary. The reduction canot be more 
than the taxable capital gains designated. No reduction of 
the amounts previously designated ca” be made if a 
preferred beneficiary election has been made for the net 
taxable capital gains, or if the trust document provides that 
all of the income, including capital gains, has to be 
designated. 

For more details, see Interpretation Bulletin IT-38lR, 
Trusrs - Dcductinn of Amo~nts Paid or Payable fo 
Benefïciaries and Flow-Throu,qh of Ta,whlc Crrpiral Gains 
,o Bencfirciurim 

Line 53 
Capital gains deduction for resident 
spouse trust only 110.6(12) 

A P”st-1971 spousal trust (if resident in Canada) when 
computing its taxable income in the year in which the 
beneficiary spouse dia, may claim the unused portion of the 
beneficiary spouse’s capital gains deduction. The deduction 
is based on the premise that the spouse test should be able 
to claim a capital gains deduction to the extent the spouse 
would bave claimed a deduction if the eligible taxable 
capital gains of the trust had been realized by the spouse 
directly. TO calculate the deduction, complete Trust 
Schedule 5. Attach it to the T3 return. The amount on 
line 525 of this schedule is claimed on line 53 of the retum. 

Line 54 
Other deductions to arrive at taxable 
income 

On line 54, you may claim losses such as limited 
partnership lasses and farm losses. The $2,000 deduction 
allowed to a non-profit organization reporting income from 
property should be claimed on this line. If the trust has 
reported in its income. foreign income that is exempt from 

Line 52 
Net capital losses of other years 
3, 38, 39, Ill(l)(b), 111(8)(a), 104(21) 

If allowable capital losses are more than taxable capital 
gains in a year, the excess becomes a net capital loss for 
that year. The trust may carry net capital losses back three 
years and forward until they are fully applied. In most 
cases, the trust cari only claim these against taxable capital 
gains of other years. 

Within certain limits (sec “LO~S applications”), all or a 
portion of the net capital losses of other years that bave not 
been applied in a previous year may be deducted in 
the 1991 taxation year as follows: 

0 net capital losses occurring before May 23, 1985: 

. from any net taxable capital gains realized in 
the 1991 taxation year; 

l the balance, if any, up to $2,000 from other sources 
of income; and 

0 net capital losses occurring after May 22, 1985: 

. from any net taxable capital gains realized in 
the 1991 taxation year. 

The inclusion rate for calculating the taxable portion of 
capital gains and the allowable portion of capital losses 
increased from: 

0 1/2 (for taxation years and fiscal periods ending in 1987 
and earlier); 

0 to 2/3 (for taxation years and fiscal periods ending 
in 1988 and 1989); and 

0 to 3/4 for taxation years and fiscal periods ending 
in 1990 and subsequent years. 

If a net capital loss is to be applied to a taxable capital gain 
in a year when the taxable capital gain has been calculated 
at a different rate, the net capital Ioss amount must be 
adjusted to match the inclusion rate of the year to which it 
is being applied. Use new Form T3A, Area 111, Net Capital 
LOS~ for Carry-back, to make this adjustment. 

Pending legislation - Tabled May 30, 1991, effective 
for 1985 and subsequent taxation years 

An adjustment is net allowed for the $2,000 amount referred 
to above, applied against other sources of income. 

When claiming a net capital loss carried forward from a 
previous year, please enclose a continuity statement of net 
capital loss balances grouping them as follows: 

0 before May 23, 1985; 

0 from May 23, 1985 to the year-end of the trust 
(taxation years commencing in 1984 and 1985); 

0 taxation year commencing in 1986 or 1987 and ending 
before 1988; 

0 taxation years ending in 1988 and 1989; and 

0 taxation years ending after 1989. 

Be sure to show the year the loss was incurred, the amounts 
applied in previous years, and the balance remaining at the 
beginning of the year. 

Sec the 1991 Capital Gains Tax Guide for more details on 
“net capital lasses of other years.” 
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tax in Canada because of a tax convention, you may deduct 
the exemot amount on this line. If vou are claiminr more 
than one loss, or if a claim needs more explanatio~, attach a 
note to the T3 return giving the details. 

Line 56 
Taxable income of trust 

The total on line 55, subtracted from line 50, is the taxable 
income of the trust. If the result is negative, enter zero. If 
line 56 is greater than zero, enter the amount on Trust 
Schedule 11, line 1101 (testamentary trusts) or line Il07 
(inter vives trusts). 

If the amount on line 56 was calculated to be zero, or las, 
enter zero (or the negative amount) on Trust Schedule 12, 
line 1221. Even if the amount on line 56 is zero, or las, the 
trust (other than a mutual or segregated fund trust) may 
bave minimum tax. See “Trust Schedule 12, Calcularion of 
Minimum TU~.” 

Summary of tax and credits - 
Lines 81 to 91 

Lines 85 to 90 
Credits 

Record on the respective line, each credit referred to on 
lines 85 to 90. 

Line 86 
Total tax deducted per information slips 

If the trust eamed income from which tax was deducted at 
source, enter the amount of tax deducted on this line. If an 
information slip is not available, attach a statement from the 
issuer to verify the incarne reported and tax withheld. Do 
not allocate. tax deducted at source to beneficiaries. 

Line 89 
Capital gains refund 

If a mutual fond trust is claiming a capital gains refund, 
enter the amount on this line. 

For taxation years before 1991, the Alberta royalty tax 
credit was claimed on line 89. For 1991 and subsequent 
taxation years, this program, now called the Alberta royalty 
credit, must be claimed directly from the Alberta Treasury, 
Corporate Tax Administration. Provincial forms are 
available for this purpose. For details, sec guide item 
“Line 1444.” 

Line 90 
Part XII.2 tax credit 

A trust would claim a Part XII.2 tan credit on this line if it 
is the beneficiary of another trust from whom it has 
received a T3 Supplementary. Enter the amount from 
box 38 on the T3 Supplementary. 

Line 93 
Amount enclosed 

SO that payments are credited to the proper account, please 
make sure that every cheque (or statement attached to it) 
bears the trust’s name and account number (if we bave 
assigned one to the trust). 

Certification area 

Name of person or company (other than 
trustee/executor/administrator) who 
prepared this return 

Complete this box in full if the rcturn was prepared by 
someone other than the trustee, executor or administrator. 

Certification 

The trustee, executor or administrator of the trust must 
complete and sign this box. 

Trust schedules 

Trust Schedule 1 
Lines 101 to 122 

Summary of Dispositions of Capital 
Property 

Capital gains 3, 38, 39, 40 

Complete Trust Schedule 1 and file if with the T3 return if 
the trust had dispositions, or deemed dispositions, of capital 
property during the year. 

A disposition of capital property includes a sale, the 
distribution or exchange of property, the making of a gift, a 
redemption of shares, a debt settlement, a theft, or the 
destruction of a property. 

The taxable portion of a capital gain and allowable portion 
of a capital loss is 75% (3/4) for 1990 and subsequent 
pl3. 

The general rules to follow when reporting a capital gain or 
loss depend on the type of asset disposed of, or considered 
to be disposed of. For more details on capital gains or 
losses, obtain the 1991 Capital Gains Tax Guide. You may 
also wish to obtain Information Circula 74.3R2, 
Supplemcntary Schedules for Calculutiq Capital Gains and 
Losses, which lists a number of other schedules that are 
available to help you calculate capital gaiwand losses. 

Testamentary trust - 164(6) election 
Regulation 1000 

If, in the COUTS~ of administering the estate of a deceased 
taxpayer, the legal representative has, within the tïrst 
taxation year of the estate: 

. disposed of capital property of the estate that resulted in 
an excess of capital Iosses over capital gains; or 
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inventory, and Canadian and foreign resource properties, and 
is required to report the resulting gains or losses. 

On these specified dates, a tr”st is considered ta bave 
disposed of its non-depreciable capital property at fair 
market value, and to bave reacquired it immediately 
thereafter at a cost equal to the same fair market value. The 
trust mut report, on Trust Schedule 1, the capital gains or 
lasses arising from these deemed dispositions, in the 
taxation year in which they are considered ta bave occurred. 

Depreciable property of a prescribed class is considered ta 
be disposed of at the same specified date, at a value which 
is the average between the fair market value, at the time of 
the deemed disposition of all the property in the class, and 
the undepreciated capital cost of the class to the tmst. Note 
that in the case of depreciable property, yo” must report 
bath capital gains and recapture of capital cost allowance. 

If on June ,18, 1971 and continuously thereafter the property 
was owned by the trust or by another person from whom 
the tmst subsequently acquired the property in a non-ann’s 
length transaction, see the following Interpretation Bulletins 
for more information related ta the deemed cost of the 
property: IT-370, Trusts - Capilrrl Propcrîy Owned on 
Decemhcr 31, 1971, and IT-132R2, Capital Pvoperty Owned 
on December 31, 1971 -Non-Amis Lengrh Transactions. 

Exemption from the 21-year rule 108(l)(i) 

The following tr”sts are excluded from the “21-year deemed 
realization” rules: 

0 a unit tut; 

. trws governed by 

. ” registered pension fund or plan; 

. an employees profit sharing plan; 

. a registered supplementary unemployment benefit 
plan; 

. a registered retirement swings plan; 

l a deferred profit sharing plan; 

l a registered education savings plan; 

. a registered retirement incarne fund; 

l an employee benefit plan or an employee tr”st; 

l a master trust; 

. a related segregated fund trw; 

0 a communal organization; 

l an RCA tr”st. 

Pending Iegislation - From February 11, 1991 draft 
income tax legislation, effective after February 11, 1991 
unless otberwise noted 

Deemed realization day 104(4) 

The deemed realization day is the day on which the trust is 
considered ta bave disposed of its capital property. We bave 
provided the following table ta help you determine the 
deemed realization day for yonr trnst. 

. disposed of ail the depreciable property of a prescribed 
class of the estate that resulted in a terminal loss in that 
ciass at the end of the first taxation year of the estate; 

the legal representative may elect to transfer such lasses ta 
the Tl return of the deceased taxpayer for the year of death. 

The elected amount of terminal loss Can”ot be more than 
the trwt’s combined non-capital Ioss and fart loss, 
computed before the election was made. The tut çannot 
claim lasses that are transferred ta the deceased under an 
election. Any portion of the lasses not transferred are 
subject ta the normal loss provisions available ta the tut. 

Regulation 1000 describes the prescribed mariner and 
prescribed time in which the election should be made. The 
legal representative must file this election and an amended 
TI return for the deceased taxpayer for the year of death by 
either: 

0 the last day the legal representative is required, or has 
elected, to file a Tl return for the year of death; or 

. the day the estate’s T3 return must be filed for its first 
taxation year: 

whichever date is later. 

The election and the amended return do net affect the retur” 
of the deceased taxpayer for any year before the year of 
death. 

Note 
Clearly identify the amended TI return as 
“164(6) election.” 

Distribution of property to 
beneficiaries 107(2) 

If a persona1 tut distributes property ta ” beneficiary (ta 
settle in whole or in part the beneficiary’s capital interest in 
the trust) the tr”st is considered ta receive proceeds of 
disposition equal to the “cost amount” of the property. If the 
property is depreciable property, the cost amount is ifs 
undepreciated cspital cost. For other capital property, the 
cost amount is generally its adjusted cost base. Attach ta the 
T3 return a statement giving particulars of all dispositions to 
a beneficiary within the taxation year. 

Pending legislation - From February 11, 1991 draft 
income tax legislation, effective after February 11, 1991 

If, after January 1, 1993, the trust files a T1015 election 
(discussed below) to postpone a deemed disposition of its 
property, only property distributed to “exempt beneficiaries” 
may be rolled over at cost. If property is distributed ta 
non-exempt beneficiaries following an election, the proceeds 
ta the trust and cost ta the beneficiary Will be the fair 
market value of the property. 

Deemed disposition - 21-year rule 
104(4), 104(5) 

On specified dates, during the life of a twst, a tr”st is 
deemed ta bave disposed of its capital property, land 
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Description of trust 
Deemed 

realization day 
For a spouse trust, the disposition was considered to occur 
on the death of the beneficiary spouse and every 21 years 
thereafter, in the following cases: 

Testamentary spousal trust 
Trasf was created before 1972, and the 
benetïciary spouse died after 
,December 31; 1971 but before 
January 1, 1976, or after 1992. 

Trust was created before 1972, and the 
beneficiary spouse died after 

The day the 
beneficiary spouse 
dies. 

Janualy 1, 1993. 

Decetiber 31. 1975 but before 1993. 

Trust was created after 
December 31, 1971. 

The day the 
beneficiary spouse 
dies. 

Inter vives spousal trust 
Trust was created before June 18, 1971, 
and the beneficiaw s~ouse died after 

The day the 
beneficiaw mouse , . 

December 31, 1971 but before dies. 
May 26, 1976, or after 1992. 

Trust was created before June 18, 1971, January 1, 1993. 
which met the grandfathering provisions 
(S.S. 122(Z), sec guide, Line I lOl), and 
the beneficia~ spouse died after 
May 25, 1976 but before 1993. 

Trust was crealed before June 18, 1971, The day the 
which did not meet the grandfathering beneficiary spouse 
provisions, and the beneficiary spouse died dies. 
after May 25, 1976 but before 
February 12, 1991. 

Trust was created before June 18, 1971, January 1, 1993. 
which did net meet the grandfathering 
provisions and the beneficiary spouse died 
after February 11, 1991 but before 1993. 

Trust was created after June 17, 1971. The day the 
beneficiary spouse 
dies. 

Other trusts 21 years after either 
January 1, 1972, or 
the day on which the 
trust was created, 
whichever date is 
later. 

Generally, after 1992, these deemed realization days ca” be 
summarized as follows: 

0 for a pre-1972 spousal trust on January 1, 1993: 

. the day on which the beneficiary spouse dies or 
January 1, 1993,‘whichever date is later. 

0 for a post-1971 spousal trust: 

. the +y on which the beneficiary spouse dies 

0 for other trusts: 

. 21 years after the trust was created or 
January 1, 1993, whichever date is later 

Subsequent deemed dispositions Will occur every 21 years 
on the anniversary of the day established above. Sec “Types 
of trusts” in this guide for definitions of pre-1972 and 
post-1971 spousal trusts. 

Before the proposed changes, the deemed realization days 
were broken down as follows: 

. Testamentary spouse trust: 

. when the beneficiary spouse died after 
December 31, 1971 but before January 1, 1976; 

. when the beneficiary spouse died after 
December 31, 1975, and the trust was created after 
December 31, 1971. 

. Inter vives spouse trust: 

. when the beneficiary spouse died before 
May 26, 1976; 

. when the beneficiary spouse died after 
May 25, 1976, and the trust was created after 
June 17, 1971, or the trust was created before 
June 18, 1971 and it did not meet the grandfathering 
provisions. * 

For other trusts, the disposition was considered to occur on 
the day that was 21 years after January 1, 1972, or the date 
the trust was created, whichever date was later, and every 
21 years thereafter. 

* The grandfathering provisions arc described in this guide, 
under “Trust Schedule Il, line I 101.” 

A foreign retirement arrangement is added to the list of 
trusts excluded from the “21-year deemed realization rule.” 

For 1993 and subsequent years, the trust may elect to psy 
the income tax arising from the deemed realization rule in 
up to 10 annual instalments. Make the election on new form 
(number not yet available) and file the form at the district 
office no later than the day on which the T3 return is due 
for the taxation year in which the deemed disposition 
occurs. Interest at the prescribed rate Will apply. TO make 
security arrangements, and for more details on this election 
to defer payment of tax, contact the Collections Section of 
your district office. 

Election by a trust to defer the deemed realization day 
(Form T1015) 104(5.3) 

The trust may elect to postpone the deemed realization day 
if at least one living beneficiary of the trust qualified as an 
“exempt benefïciary” at the end of the taxation year in 
which the deemed disposition would occur. 

Make the election, on Form T1015, and file the form within 
six months after the end of the taxation year in which the 
deemed realization would otherwise occur. 

This election is not ahailable to a post-1971 spousal trust 
when the beneficiary spouse dies. It may be used to 
postpone subsequerit deemed dispositions occurring on the 
twenty-first anniversary of the beneficiary spouse’s death. 

The effects of this election are: 

. The deemed realization day is postponed to the first full 
day on which the trust does not bave an exempt 
beneficiary. This would be the day following the death 
of the last exempt beneficiary. 

0 When trust property is subsequently distributed to any 
beneficiaries who are not exempt beneficiaries, the 
proceeds to the trust and the cost to the non-exempt 
beneficiaries Will be the fair market value of the 
property. 



0 A disposition Will occur if legal ownership of the 
property changes, even if beneficial ownership does not 
change. 

Exempt beneficiary 104(5.4) 

An exempt beneficiary is an individu1 who is alive and is a 
beneficiary of the trust. The individual must be: 

1. the “designated contibutor” of the trust, or the 
designated contributor’s spouse or former spouse; 

2. the grandparent, parent, brother, sister, Child, niece, or 
nephew of the designated contributor, or of the 
designated contributor’s spouse or former spouse: or 

3. the spouse or former spouse of a person named in 2 
above. 

Designated contributor 104(5.5) 

A designated contributor is: 

For a testamentary trust - the person whose death created 
the trust. 

For an inter vives trust - a qualifying individual designated 
by the trust on the T1015 election. 

An individual qualifies as a designated contributor of an 
inter vives trust, if during the period beginning one year 
after the day the trust was created and ending on the 
deemed realization day (if the election had not been filed), 
the property of the trust consisted primarily of: 

0 property transferred or loaned to the trust by the 
individual, or by the individual and one or more 
individuals born after, and related to that individual, if 
no one individual would otherwise qualify as a 
designated contributor; 

0 property substituted for the above: 

0 property attributable to profits or gains on the above; or 

0 any combination of the above; 

or 

l shares of the capital stock of a corporation controlled, at 
the time the trust was created, by the individual, or by 
the individual and one or more individuals bom after 
and related to the individual, if no single individual 
controlled the corporation: 

0 shares in a holding corporation, if all or substantially all 
of their value corne from the above shares; 

0 pmperty substituted for the above shares; 

0 property attributable to profits or gains on the above 
shares; or 

0 any combination of the above. 

Transfer of trust property 

Special rules apply ta determine the deemed realization date 
if property is transferred from one trust to another. 

If one trust (transferor) transfers capital property, land 
inventory, or resource property to another trust (transferee), 
the deemed realization date of the transferee trust becomes 
the earliest of: 

0 the transferor’s deemed realization date occurring after 
the transfer, if the transfer had not been made; 

0 the transferee’s deemed realization date occurring after 
the transfer; 
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l the day after the transfer, if the transferee had filed a 
T1015 election, and the new disposition day has not yet 
occurred. 

This rule does not apply to spousal trusts if the beneficiary 
spouse is still alive at the time of the transfer. 

The transferee trust may file a T1015 election to postpone 
the deemed realization date unless that trust had a previous 
deemed realization, and has already had the opportunity to 
make such an election. 

Capital dispositions - Other terms 

Adjusted cost base 53, 54(a) 

Adjusted cost base (ACB) is usually the cost of acquiring 
property plus or minus certain adjustments allowed under 
the Inc»me Tax Act. The ACB cari differ from the original 
cost if changes bave been made to the property between the 
time it was acquired and the time it was sold. For example, 
the cost of additions to a building may be added to the 
original cost. Sec Inteipretation Bulletin IT-456R, Capital 
P~.op~~.ty - Some Adjustmcnts fo Cost Base, for more 
information. 

Outlays and expenses 40( 1) 

Outlays and expenses are usually expenses incurred in 
selling or disposing of capital property. They include certain 
“fixing-up” expenses, finder’s fees, lawyer’s fees, 
commissions, broker’s fees, surveyor’s fees, transfer taxes 
and other reasonable expenses directly related to the sale of 
the property. These outlays and expenses may be applied to 
reduce a capital gain or increase a capital loss, and in the 
case of depreciable property sold at a loss, reduce the 
proceeds from the sale to be credited to the class. They may 
not be claimed as deductions from income. 

Assets acquired before 1972 

For assets acquired before 1972, the Valuation Day Value 
must be considered when computing capital gains and 
losses. Valuation Day is December 22, 1971 for shares 
listed in the publication Valualion Drry Ptkes ofPuhlic/y 
Traded Sharcs (available from your district office). 
Valuation Day for all other assets is December 3 1, 197 1. 

TO compute a capital gain or loss on an asset acquired 
before 1972, three values are required: 

. the actual cost; 

0 the Valuation Day Value; 

0 the proceeds of disposition. 

(a) Media” rule ITAR 24 and 26(3) 

The media” of these three amounts, that is, the amount 
which is neither the highest “or the lowest, becomes the 
deemed cost (unless the property was depreciable propeny 
or an interest in a partnership) on which the capital gain or 
loss is computed, unless the trustee chooses the Valuation 
Day Value election referred to below. 

When two or more of these three amounts are the same, that 
amount Will be the media”. This media” amount is 
considered to be the cost of the asset, and is the amount that 
should be entered in Column 3 of Schedule 1, if there are 
no adjustments to the cost base. A capital gain results if the 
proceeds of disposition exceed the greater of cost and the 
Valuation Day Value. A capital loss results if the proceeds 
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of disposition are less than the lesser of cost and the 
Valuation Day Value. 

(b) Valuation Day Value election ITAR 26(7) 

The trustee may elect ta use the Valuation Day Value for all 
transactions rather than use the media” rule. Once this 
election is made, it Will apply ta all assets owned at the end 
of 1971, regardless of the year when the capital disposition 
occurs. The election is made on Form T2076, which is 
available from your district office. 

Line 101 
Qualified small business corporation 
shares 
110.6(l), 110.6(14), 248(l) 

A capital gain from the disposition of this type of share is 
reported by a persona1 trust on this line. A share in a small 
business corporation is considered t” be a “qualified small 
business corporation share” if: 

0 at the time of disposition, the share was owned by the 
trust or a partnership related’ t” the trust; and 

l throughout the 24 months before the disposition, the 
share was net owned by anyone other than the trust, or 
a pers”” or a partnership related* ta the trust; and 

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

. assets used principally in an active business carried 
on primarily in Canada by the CCPC, or by a 
corporation related ta it; 

. certain shares or debts of connected corporations; or 

. a combination of the above two categories. 

* For purposes of this definition, a pers”” or a partnership is 
related t” a persona1 trust: 

. if that persan or partnership is a beneficiary of the 
trust; 

. if the trust is a member of the partnership; (Pending 
legislation - Tabled May 30, 1991, effective 
for 1988 and subsequent taxation years); or 

. when the trust disposes of the shares, all the 
beneficiaries are related ta the persan from whom the 
trust acquired the shares. 

Line 102 
Qualified farm property 110.6(i) 

A capital gain from the disposition of qualified farm 
property by a persona1 trust is reported on this line. 

Qualified farm property of a persona1 trust includes property 
owned by the trust that is: 

0 a share of the capital stock of a family farm 
corporation; or 

0 an interest in a family farm partnership; or 

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

. an individual beneficiary ta whom the trust has 
designated taxable capital gains, or a spouse, Child or 
parent of that beneficiary; or 

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

Lines 101 and 102 

Capital gains reported on lines 101 and 102 qualify for the 
higher capital gains deduction limit (when the deduction is 
claimed by a P”st-1971 spousal trust, or the capital gains are 
designated t” an individual beneficiary.) More details are 
provided in this guide under “Trust Schedule 6,” “Trust 
Schedule 9, footnotes for box 21” and “Footnotes for 
box 26,” and “Completing the T3 Supplementary form.” 

For more details on “qualified small business corporation 
shares” and “qualified farm property,” see the 1991 Capital 
Gains Tax Guide. 

Other capital properties 39 

Other capital properties such as shares, bonds, real estate, 
etc. that are neither “qualified small business corporation 
shares,” nor “qualified faon property” and, therefore, do net 
qualify for the higher capital gains deduction (when 
designated t” an individual beneficiary or claimed by a 
post-1971 spousal trust) fall under the general description of 
“other capital property” for purposes of completing Trust 
Schedules 1 ta 6 and the T3 Supplementary. 

Line 104 
Bonds 47(2), ITAR 26(8) 

Since bonds may be purchased at a discount or premium, 
rules bave been established for determining the cost figure 
for bonds acquired before 1972. Form T2084, Bonds and 
Orher Ohli@ons and Interpretation Bulletin IT-1 14, 
Discounts, Pwmiums and Bonuses on Dcht Ohli@ons, are 
available ta help y”” do the calculations. 

Line 105 
Real estate or depreciable property 
54(a), ITAR 20(l) 

A capital gain is realized on depreciable property only if it 
is sold for more than its original capital cost. If the property 
was owned on December 31, 1971, the gain is limited t” 
any gain since Valuation Day. There cari be no capital loss 
on the disposition of depreciable property. There may, 
however, be a terminal loss under the capital cost allowance 
rules when all the property of a particular class is disposed 
of. 

For more details about the disposition of depreciable 
property, obtain Interpretation Bulletin IT-217, Capital 
Pmperty Owned on Deccmher 31, 1971 - Depreciahle 
P~.»perfy, and the related Special R&ase dated 
September 13, 1982. 

Line 106 
Personal-use property 40(2)(g)(iii), 46, 54(f) 

“Persanal-use property” of a trust includes property used 
primarily for the persona1 use or enjoyment of a beneficiary 
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under the trust, or any person related to the beneficiary. It 
includes property such as personal and household effects, 
automobiles, boats, personal residences, cottages or antiques. 
If the trust disposed of such an asset during the year for 
more than its adjusted cost base, the trust may bave to 
report a capital gain. A gain should be reported only if the 
selling price (proceeds of disposition) is more than $1,000 
for any asset. If the adjusted cost base is less than $1,000, 
show the adjusted cost base as $1,000. No capital loss is 
allowed on personal-use property (except certain debts 
acquired on disposition of such property and lied persona1 
property). 

Principal residence 40(4), 40(5), 54(g), 107(2.01) 

Pending legislation - From February 11, 1991 draft 
incorne tax Iegislation, applies to dispositions and 
distributions occurring after 1990 

A principal residence acquired by a persona1 trust usually 
Will be exempt from tax on any gain realized on its 
disposition or deemed disposition after 1990. The gain may 
be exempt provided the residence qualifies and is 
designated by the trust as its principal residence. Usually a 
residence may be SO designated if it is inhabited by a 
“specified beneficiary,” or a spouse, former spouse, or Child 
of the specified beneficiary, and they bave not designated a 
property as a principal residence. 

For this purpose, a “specified beneficiary” is a beneficiary 
who had a beneficial interest in the trust and who ordinarily 
lived in the housing unit or who had a spouse, former 
spouse, or Child who ordinarily lived in the housing unit. 

The designation must be made by the trust on Form T2091, 
Desi,qnarion of a Principal Residence. This form must be 
filed with the T3 return for the year in which the disposition 
or deemed disposition occurs. 

When a personal trust’s principal residence is distributed to 
a beneficiary (to a spouse beneficiary if the personal trust is 
a spousal trust), the trust may elect, in its tax return for the 
year of distribution or before April 1, 1992, to be deemed to 
bave disposed of the principal residence at fair market 
value. The trust cari then apply the principal residence 
exemption to any gain on the deemed disposition. The 
beneficiary will acquire the property at fair market value. 

For taxation years ending before 1991, the benefit of the 
principal residence designation was available only to a 
Spousal trust. If the property vas distributed after 
May 9, 1985 to the spouse beneficiary on a rollover bais, 
the above election may be made if it is received by us 
before April 1, 1992 (from Pending legislation - Tabled 
May 30, 1991). 

For more information, sec the curent versions of 
Form T2091, Designarion of a Principal Residence; 
Interpretation Bulletins IT-366, Principal Rrsidcnce - 
Transfers to S~OUS~. Sr>ouse Trust or Certain Otker 
Individu& and the related Special Release; and IT-120, 
Principal Residence. 

Lines 107 to 109 
Listed persona1 property 41, 54(e) 

Listed personal property consists of: 

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

l jewellery; 

0 rare folios, manuscripts and books; 

. stamps; or 

l coins. 

Sine a listed personal property is a type of personal-use 
property, the gain or Ioss on the sale of an item or set of 
items is calculated in the same mariner as the gain or Ioss 
on personal-use property by using $1,000 as the minimum 
amount for both proceeds and adjusted cost base. If the trust 
has sold such an item or set for less than its adjusted cost 
base, the trust may be allowed a capital las. The loss 
should be reported only if the adjusted cost base is more 
than $1,000. If the selling price is Iess than $1,000, show 
the proceeds of disposition as $1,000. 

Losses on listed personal property cari be applied only 
against gains on other items of lied personal property. 
When these losses exceed these gains in a particular year, 
the excess may be used to reduce net gains on lied 
personal property in the preceding three years and the seven 
immediately following years. 

Line 117 
Total amount of reserves 

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. Generally. for property sold after 
November 12, 1981, the minimum amount of a capital gain 
to be reported each year is one fifth (1/5) of the taxable 
capital gain. If â reserve was claimed in 1990, it must be 
brought back into income in 1991. If all of the proceeds are 
not due in 1991, a new reserve may be claimed. If the trust 
is claiming a reserve, complete Trust Schedule 2. For more 
details on reserves, sec the 1991 Capira/ Gains Tax Guide 
and Interpretation Bulletin IT-236R3, Reserves - 
Dispositions of Capital Prnperty. 

Lines 120 and 121 
Eligible capital property - Deemed taxable 
capital gains 14(l), 20(4.2), 39(11) 

The disposition of eligible capital property such as goodwill 
may result in a deemed taxable capital gain to be reported 
on line 121, or on line 120, if the disposition relates to 
qualified farm property. 

If the trust has a bad debt arising from the disposition of 
eligible capital property, three quarters (3/4) of that loss 
may be deducted as an allowable capital loss on Trust 
Schedule 1, on line 120 or 121. Altematively, if the trust 
has never designated capital gains to beneficiaries, this 
deemed allowable capital loss may be claimed as a 
deduction from total income on line 40, page 2 of the 
T3 return. 

For more information on deemed taxable capital gains on 
the disposition of eligible capital property, sec the 1991 
Farming Incomc Tax Guide, the 1991 Fisking Incorne Tax 
Guide, or the 1991 Business and Professiona Income Tax 
Guide. 



22 

Canadian cultural property 
39(l)(a)(i.l), 118.1(10) 

For information on dispositions of Canadian Cultural 
Property, sec the 1991 Capiful Gains Tax Guide and 
Interpretation Bulletin IT-407R3, Disposition afer /987 o/ 
Canadian Cultuml Pqw~y. 

Line 122 
Total taxable capital gains 40(i) 

The amount from line 122 should be entered on line OI, 
“Taxable capital gains” on page 2 of the T3 return. 

Do not enter a loss amount on line OI. Capital losses, 
realized after May 22, 1985 may be used only to offset 
capital gains in the curent year. Any excess becomes a net 
capital loss that may be applied against taxable capital gains 
in a previous or future year. A loss carryback to a previous 
year mut be requested on or before the due date of the 
T3 retum for the year in which the 10% occws. Sec “Net 
capital losses of other years” under line 52 of this guide. 

Records - Capital transactions 

Records or vouchers relative to capital transactions do not 
need to be filed with the T3 return, but mut be retüincd. 
For more details, sec Information Circular 78.lOR2, Hooks 
and Records RetentionlDesnuction. 

Trust Schedule 2 
Lines 210 to 216 

Calculation of Reserves on 
Dispositions of Capital Property 

Complete Trust Schedule 2 if a reserve on the disposition ol 
capital property: 

0 was claimed ât the end of the previous year; or 

. is being claimed at the end of the current taxation year. 

You need information from Schedule 2 to complete: 

. Trust Schedule 1 - to calculate the reserve amount to 
include in, or exclude from, curent year capital gains; 

. Trust Schedules 3 and 6 - to calculate capital gains 
eligible for the capital gains deduction, by identifying 
reserves that apply to dispositions occurring after 19X4, 
and that apply to qualified farm property and qualificd 
small business corporation shares; and 

0 Trust Schedule 12 - to calculate minimum tu, by 
segregating reserves relating to dispositions 
before 1986. 

Trust Schedule 3 
Lines 301 to 334 

Calculation of a Trust’s Eligible 
Taxable Capital Gains 

104(21), 104(21.1), 104(21.2), 104(21.3) 

Complete Trust Schedule 3 if the trust is designating taxable 
capital gains to an individual beneficiary 
(T3 Supplementary, box 21) or if it is a par-1971 spouse 
trust claiming a capital gains deduction on Trust Schedule 5. 

Please note that if you completc this schedule, you mut 
also complete and submit Trust Schcdule 4, Culcularion of 
Cumuloriw Net Investment LO~S. 

Lines 301 to 310 
Part 1. Trust’s annual gains limit for current 
year 110.6 

The trust’s annual gains limit is the amount by which: 

. 1991 taxable and deemed tüxablc capital gains 
(excluding reserves on dispositions that occurred 
before 1985) less 1991 allowable capital losses; 

exceeds the total of: 

. 1991 allowable business investment losses, and net 
capital losses of other years claimed in 1991. 

Lines 320 to 328 
Part II. Trust’s cumulative gains limit at the 
end of the trust’s current taxation 
year 110.6 

The trust’s 1991 cumulative gains limit is: 

0 the amount by which the total of the taxable and 
deemed taxable capital gains exceeded allowable capital 
losses in the years from 1985 to 1991 inclusive, from 
dispositions occurring in those years (excludes reserves 
on dispositions occurring beforc 19X5); 

exceeds 

. the total of: 

l allowable business investment losses claimed in 1985 
ta 1991 inclusive; and 

. net capital Iosses of other years claimed in 1985 
ta 1991 inclusive; and 

. allowable capital losses deducted from other income 
in 1985 (net excceding $2,000); and 

. cumulative net investment Ioss* at the end of 1991. 

Note * 
Use Trust Schedule 4 to calculate cumulative net investment 
IOSS at the end of 1991. 

Lines 330 to 334 
Part Ill. Trust% eligible taxable capital 
gains for current year 108(l)(d.2) 

The eligible taxable capital gains anrount determined here is 
thc amount of the trust’s taxable capital gain that qualifies 
for the capital gains deduction in the hands of each 
beneficiary who is an individu& or for a post-1971 spousal 
trust claiming a capital gains deduction on Trust Schedule 5. 

The trust’s eligible taxable capital gains for the current year 
is the lesser of: 

0 the trust’s annual gains limit for the current year; and 

. the trustas cumulative gains limit at the end of the 
current year less the total amounts of eligible taxable 
capital gains designatcd in previous years (1985 to 1990 
inclusive). 
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Please attach a copy of the spouse’s Form T657 or T657A 
ta the T3 retum. 

Trust Schedule 6 
Lines 610 #o 613 

Calculation of Total Taxable Capital 
Gains Attributable to Qualified Farm 

Property or Qualified Small 
Business Corporation 

Shares 104(21.2) 

If the trust disposed of qualified fann property or qualified 
small business corporation shares, and it is designating 
eligible taxable capital gains to an individual beneficiary (or 
claiming the capital gains deduction on Trust Schedule 5, 
above), calculate the amounts attributable to these properties 
to enable the beneficiary (or spousal trust) to take advantage 
of the higher capital gains deduction ?n these properties. 

If the trust is designating eligible taxable gains to a 
beneficiary, the information from this schedule Will be used: 

. to calculate each beneficiary’s share of net taxable 
capital gains designated from qualified fart property 
or qualified small business corporation shares 
(Footnotes for line 921 and box 21); and 

l to calculate each beneiïciary’s share of eligible taxable 
capital gains from qualified fart property or qualified 
small business corporation shares (Footnotes for 
line 930 and box 30). 

For more details, sec the explanations in this guide under 
Trust Schedule 9, “Footnotes for line 921 (and box 21)” and 
“Footnotes for line 930 (and box 30):’ 

A post- 197 1 spousal trust claiming the capital gains 
deduction Will use the information on this schedule to 
calculate the trust’s capital gains deduction on Trust 
Schedule 5. 

Trust Schedule 7 
Statement of Pension Income 

Allocations/Designations 

Complete this schedule if the trust is designating pension 
incarne to beneficiaries. 

There are four columns on this schedule to help you 
determine what pension income may be designated to 
beneficiaries and the reason for the designation. 

1. Box 22 - You may report pension income in box 22 
as a pension benefit on a beneficiary’s 
T3 Supplementary if it qualifies for a paragraph 60(j) 
transfer to a Registered Retirement Swings Plan or to a 
Registered Pension Plan. 

2. Box 26 - Report all other pension income in box 26 
as other income on the T3 Supplementary. 

The total of the pension amounts entered in boxes 22 
and 26 may not exceed the lesser of the pension income 
reported by the trust on line 02 on the T3 retum, and the 
income before allocations or designations on line 46 of the 
T3 return. 

Trust Schedule 4 
Lines 401 to 430 

Calculation of Cumulative Net 
Investment LO~S 110.6 

Complete Trust Schedule 4 if the trust is designating taxable 
capital gains to individual beneficiaries, or if it is a 
post-1971 spouse trust claiming a capital gains deduction on 
Trust Schedule 5. Complete this schedule even if the trust 
does not bave a cumulative net investment loss (CNIL) on 
line 430. 

The CNIL, calculated on line 430, reduces the trust’s 
cumulative gains limit (calculated on Trust Schedule 3, 
Part II). This reduces the trust’s eligible taxable capital gain 
for the benetïciaries’ capital gains deduction. 

CNIL is the amount by which the total of the investment 
expenses for years ending after 1987 exceeds the total of 
investment incarne for years ending after 1987. 

For purposes of the CNIL, investment income and expenses 
refer to income and expenses related to property such as 
dividends, interest and rental income. 

You should complete Trust Schedule 4 each year and keep 
it with the trust’s records, even for years when the trust is 
not reporting capital gains or losses, and is not designating 
eligible taxable capital gains to its beneficiaries. The total 
amount of the trust’s investment expenses and income 
for 1988 and subsequent years will be needed in the future 
to determine the eligible taxable capital gains for purposes 
of an individual beneficiary’s capital gains deduction, or for 
a spouse trust to claim a capital gains deduction in the year 
in which the beneficiary spouse dia. 

Trust Schedule 5 
Lines 501 to 525 

Beneficiary Spouse Information and 
Calculation of Spouse Trust’s 

Capital Gains 
Deduction 110.6( 12) 

Complete the “Deceased spouse information” in Part A for 
every spousal trust in the taxation year during which the 
beneficiary spouse died. 

Complete Trust Schedule 5, Part B to determine the capital 
gains deduction of a post-1971 spousal trust for the year 
during which the beneficiary spouse died. 

A post-1971 spousal trust may claim a capital gains 
deduction in the taxation year in which the beneficiary 
spouse dia, to the extent that the beneficiary spouse would 
bave claimed a deduction for the eligible taxable capital 
gains if the gains had belonged to that spouse and not to the 
tr”St. 

Before completing this schedule, you must calculate: 

0 the trust’s eligible taxable capital gains (Trust 
Schedule 3, line 334); and 

l the spouse’s unused lifetime capital gains deduction 
limit for the year in which the spouse died (calculated 
on Form T657 or T657A). 
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Some of the pension income in boxes 22 and 26 may 
qualify for further designations. These are provided for in 
boxes 31 and 36. 

3. Box 31 - Report in box 31, the amounts designated to 
a beneficiary spouse that qualify as eligible pension 
income for purposes of the pension income 
non-refundable tax credit. 

4. Box 36 - Report in box 36, the amounts designated to 
a miner beneficiary that qualify for the purpose of 
acquiring an annuity under paragraph 60(l). 

For the purpose of designating pension income to a 
beneficiary, a spouse includes a common-law spouse of thc 
opposite sex who was living with the deceased at the time 
of death in a conjugal relationship, and either had lived with 
the deceased for a period of at least one year, or is the 
natural or adoptive parent of the deceased person’s Child. 

For more details, please see the 1991 Pension and RRSP 
Tax Cuide. 

Trust Schedule 8 
Lines 805 to 824 

Statement of Investment Income and 
Calculation of Gross-up Amount of 

Dividends 
Retained by Trust 

Line 805 
Actual amount of dividends from taxable 
Canadian corporations 82(l) 

Attach a schedule listing the amount of taxable dividends 
received from taxable Canadian corporations from Form 
T3 Supplementary, box 23, and Form T5 Supplementary, 
box 10. This list should include actuel and deemed taxable 
dividends but should net include non-taxable dividends, as 
explained under line 815. Include all taxable dividends 
credited through banks, trust companies, brokers, etc. 
Deduct the amounts paid by the trust in the year undcr Û 
securities lending arrangement that are deemed by 
subsection 260(5) of the Act to have been received by 
another person as taxable dividends. 

Taxable dividends received from taxable Canadien 
corporations qualify for the dividend tax credit on the 
grossed-up amount. This may reduce the tax payable by the 
trust or, if the taxable dividends were designated to 
individual beneficiaries, the tax payable by the individu1 
beneficiaries. 

Line 808 
Foreign investment income 

Report investment income from sources outside Canada on 
this line, in Canadian dollars. TO convert foreign funds to 
Canadian dollars, use the foreign exchange rate in effect üt 
the time the income was received. Report the full amount of 
the foreign income. Do net deduct any tax withheld ât 
S0”F.X. 

Line 815 
Other investment income 

Some of the more common types of income to be reported 
on this line are bond interest, bank interest, mortgage 
interest, and dividends (other than those received from 
taxable Canadian corporations, reported on line 805, and 
non-taxable dividends discussed below). Report interest 
credited on tax refunds on this line for the year it is 
rcceived. Interest credited to the trust’s accourt by a 
financial institution is considered to bave been received by 
thc trust. For more information on thc method of reporting 
investment incarne, see the 1991 G<~nenzl Tm Guide and 
Interpretation Bulletin IT-396R, I~~rerr.st In<:ome. 

Non-taxable dividends received by a trust 
83( I ), X3(2), 53(2) 

An example of a non-taxable dividend occurs when a 
Canadian private corporation pays a ta-free dividend out of 
its capital dividend awount. If the trust receives a dividend 
of this type., the dividend is not included in its income. 

lt 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. This may be 
relevant in computing a capital gain (or loss) on the 
subsequent disposition of the sharcs. 

If the trust is alloçating non-taxable dividends to its 
beneficiaries, the trust should inform the beneficiaries that 
the dividends are net to be included when computing their 
income. The trust must also file a statement with tbe 
‘1‘3 return containing the following information: 

l name of payer corporation; 

. names of the beneficiaries and the amount of 
non-taxable dividends that eüch bcneficiary receives, 

Line 820 
Carrying charges 

Attach a list of the types and amounts of carrying charges 
claimed to the T3 retum. 

Carrying charges incurred on both Canadian and foreign 
investment incarne mut be apportioned on a reasonable 
bais, and the calculation attached to the T3 retum. 

Transfer the amount from line 820 (the total of lines 816 
tu 819) onto page 2 of the T3 return, line 21. 

Lines 821 to 824 
Part B. Calculation of gross-up amount of 
dividends retained by the trust 

This calculation determines the gross-up amount of 
dividcnds from taxable Canadian corporations included in 
line 805 above, and retained by the trust. The gross-up rate 
for dividends received in the 1991 taxation year 
is 25% (1/4) of the dividends received. 
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Line 821 
Total dividends reported before applying 
expenses 

Enter the amount of dividends from taxable Canadian 
corporations from line 805 above. 

If the trust received taxable dividends on shares acquired 
after April 30, 1989 under a dividend rental arrangement, as 
defined in subsection 248( 1) of the Act, deduct these 
dividends from the taxable dividends included in the amount 
reported on line 805. Report the net figure only on line 821. 

Line 822 
Dividends designated to beneficiaries 

From line 821, deduct net (after related expenses) dividends 
designated to beneficiaries (the amount from Trust 
Schedule 9, line 923). If dividends bave been allocated 
(included in the amount on line 926 of Trust Schedule 9) 
but not designated to beneficiaries, do not deduct the 
allocated dividends. 

Line 824 
Gros+up amount of dividends retained or 
NOT designated by the trust 

The remaining amount on line 823, “Total dividends 
retained or NOT designated by the trust” is multiplied 
by 25% (1/4) to arrive at the amount on line 824. Please 
note that the gross-up rate is applied to actual dividends 
(that bave been retained in the trust, or allocated but not 
designated to beneficiaries) before deducting related 
expenses. 

Transfer the amount from line 824 onto page 2 of the 
T3 return, line 49, and onto Trust Schedule Il, line II II, or 
onto Trust Schedule 12, line 1217, if applicable. Claim the 
carrying charges relating to dividends on line 819 of this 
schedule. 

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

Trust Schedule 9 
Lines 901 to 944 

Summary of Income 
Allocations/Designations to 

Beneficiaries 
Complete this schedule if the trust is allocating or 
designating income to benefïciaries. You Will also need to 
file a T3 Summary and T3 Supplementaries. 

Allocations or designations 
lW% (131, (1% POL WL (27), (29) 

In this guide and on the T3 returns, the words “allocated” 
and “allocation” are used to refer to amounts deducted from 
the income of the trust (on line 47) that bave to be included 
in the income of the beneficiary. “Allocation” refers to the 
flow-through of trust income to a beneficiary when the 
beneficiary is entitled to the income under the trust 

document, or when the trust income is included in the 
incarne of the beneficiary as a result of a preferred 
beneficiary election. 

The words “designated” and “designation” are used when 
some special provision of the Incarne Tax Act is being 
applied. In all cases, amounts designated to a beneficiary 
retain their identity to allow the beneficiary ta take 
advantage of some deduction or credit applicable to that 
income, such as the capital gains deduction or dividend tax 
credit. If no amounts could be “designated,” only one 
income box would be needed on the T3 Supplementary 
because the entire amount allocated would be show on 
Trust Schedule 9 on line 926 as “Other incorne.” 

The trustee may choose to “designate” the following income 
amounts to a beneficiary: 

. net taxable capital gains; 

. certain pension benefits; 

. dividends from taxable Canadian corporations; 

l foreign business income; 

0 foreign non-business income; and 

. farming and fishing income. 

These designated amounts appear on the T3 Supplementary 
in boxes 21 to 25, and 27. 

Use Trust Schedule 9, Part C, and the T3 Supplementary, 
boxes 30 to 42, to provide additional information regarding 
other designated amounts, including non-income amounts 
such as foreign income tax paid, Part X11.2 tax credit, and 
other tax credits which are being flowed-through to the 
benetïciary. 

For more details, see Interpretation Bulletins IT-342R, 
Trusts - Incorne Payable 10 BeneJkiaries, and IT-524, 
Trusts ~ Flow Thr-ough of Taxahlr Dividends to a 
Beneficiary - Afrer 1987. 

Whether trust income is allocated to beneficiaries or taxed 
in the trust, it must be done according to the provisions of 
the Will or trust document, subject to the exceptions 
discussed below. 

Certain inter vives trusts created since 1934 in which 
property (or property substituted therefor) which has not 
been absolutely vested, is subject to the discretionary 
power of the contributor of the property, and could 
revert to the contributor or pass to persans to be 
subsequently determined by the contributor. Any 
income, including taxable capital gains and allowable 
capital losses from that property is considered to belong 
to the contributor during the contributor’s lifetime while 
a resident of Canada. For more information, obtain 
Interpretation Bulletin IT-369R, Attrihurion of Trust 
Income IO Settlor. 

Des@ated incorne to be taxed in trust 
104(13.1), 104(13.2) 
A trust may choose to retain income in the trust rather 
than report it in the hands of the beneficiaries. This 
applies to the 1988 taxation year (if the taxation year 
commenced in 1988) and to subsequent taxation years. 
It applies to income paid or payable to beneficiaries. 
The trust must be resident in Canada throughout the 
year and not be exempt from tax. The choice of 
retaining income in the trust is called a designation 
under subseçtion 104(13.1). It is made by not deducting 
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the amount designated, and by stating on the T3 return 
for the year that a designation is being made under 
subsection 104(13.1). The latter may be done by ticking 
the “yes” box of Question 9 on page 1 of the return. 

This designation reduces a beneficiary’s income from 
the trust by a proportionate share of the income that 
was chosen to be kept in the trust. The proportionate 
share formula used t” calculate this reduction Will net 
allow “ne beneficiary’s share of income t” be totally 
taxed in the trust, and another beneficiary’s share to be 
taxed in the beneficiary’s hands. 

If taxable capital gains are included in the income to bc 
kept in the trust, a similar designation may be made 
under subsection 104( 13.2). The beneficiary’s taxable 
capital gains is reduced by the beneficiary’s 
proportionüte share of taxable capital gains retained in 
the trust. 

A trust may bave a net capital or non-capital loss 
carryforward from a previous taxatiop year and curent 
year taxable capital gains. By using the above 
provisions, the trust may choose net t” deduct the full 
amount t” which it is entitled under subsection 104(6). 
thereby allowing the net capital or non-capital loss 
carryforward t” absorb the current year taxable capital 
gain. 

Generally, amounts designated under 
subsections 104(13.1) and 104(13.2) Will reduce the 
adjusted cost base of a beneficiary’s capital interest in 
the trust unless the interest wus acquired for no 
consideration, and the trust is a persona1 trust. 

If the trust is designating, under subsections 104( 13.1) 
or 104(13.2), any portion of the beneficiary’s income to 
be retained in the trust, be sure t” answer “yes” t” 
Question 9 on page 1 of the T3 return. 

Attüch a statement t” the T3 return showing the incarne 
being designated, and the amounts designated for each 
beneficary. 

A trust must make the designation under 
subsections 104(13.1) and 104(13.2) when the 
T3 return is filed. After a return is FILED, a 
designation under subsections 104(13.1) 
and 104(13.2) may not be made, cbanged OP 
withdrawn. 

Additional details are provided in Interpretation 
Bulletin IT-342R, Twsts - Income Payable fo 
Benejïciaries. 

The following formulas are used t” calculate designations 
under subsections 104( 13.1) and 104( 13.2). 

(a) Subsection 104(13.I) 

Ax(C-D-E) 
B 

A is the particular beneficiary’s share of trust income, 
calculated without reference t” the incorne Tar A(:I. 

B is the total of amount A for all beneficiaries. 

C is the trust income (calculated by using income tax 
rules) that would be reported by all beneficiaries 
before making a designation under 
subsections 104(13.1) and 104(13.2). 

D is the amount of trust income (calculated using 
income tax rules) that is left t” be distributed t” 
beneficiaries after making a designation under 

subsection lO4( 13. I), and for which a deduction is 
claimed. 

E is the amount designated under subsection 104(13.2) 
for taxable capital gains t” be retained in the trust. 

A represents the income sharing ratio of a beneficiary. 
B 

C - D represents the total amount designated and 
retained in the trust. 

(b) Subsection 104(13.2) 

&XC 
B 

A is the beneficiary’s share of the taxable capital gains 
of the trust calculated under income tâx rules. 

B is the total of amount A for all beneficiaries. 

C is the total amount of net taxable capital gains of the 
trust that is retained in the trust (that if not 
designated under this subsection or 
subsection 104( 13.1) would “therwise be reported by 
the beneficiaries). 

Example 1 
A trust has net income of $8,000 thât is shared 
equally between tw” beneficiaries, X and Y. The net 
incarne of $8,000, which vas calculated by using trust 
rules, did net change when iocome tu rules were 
applied. The trustee and beneficiaries bave decided 
that it would be more beneficial t” tax the income in 
the trust than in the hands of X and Y. There are no 
capital gains. 

The amount designated under subsection 104(13.1) for 
heneficiary X, using the formula 

A x (C D E) is $4,000. 
B 

A = $4,000; B = $X,000; C = $8,000: D = 0; E = 0. 

$4,ooo x (8,000 0 0) = $4,000. 
$8,000 

The calculation for Y would be the same 

Example 2 
Assume in Example I that the net income of $8,000 
includes $2,000 taxable capital gains. 

The amount designated under subsection 104(13.2), 
using the formula 

a x C for beneficiary X, is $1,000. 
R 

A = $1,000; B = $2,000; C = $2,000. 

g x 2,000 = $1,000, 

The calculation for Y would be the same. 

Example 3 
If only $3,000 income was retained in the trust, which 
included the full amount of taxable capital gains, the 
calculation in Example 1, using formula 

A x (C -’ D - E) would be: 
B 

$4.ooo x (8.000 - 5,000 2,000) 

$8.000 

l/2 x 1,000 = $500 each for X and Y. 
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beneficiay are excluded from the trust’s income, and 
included in the income of the beneficiary. These income 
amounts xc shown in boxes 21 t” 21 on the 
T3 Supplementary. 

Income paid or payable to resident 
beneficiaries 
Column 1, lines 921 to 927 
Boxes 21 to 27 104(13) 

This column aII”catcs or designates the different types of 
incorne paid or payable t” resident beneficiaries, and any 
taxable benefits to be allocated or designated t” 
beneficiaries. If the income is “allocated,” but no amounts 
are “designated,” the “allocated” amount should be entered 
on line 925 (and box 26 of the T3 Supplementary). If the 
income is being designated, the amounts may be entered on 
lines 921 t” 925, and line 927 (and in boxes 21 t” 25, and 
box 27). In addition, use lines 930 t” 944 in Part C (and 
boxes 30 t” 42), if applicable. 

Income paid or payable to non-resident 
beneficiaries 
Column II, lines 921 to 927 
104(13), 212(l)(c) 

This column allocates the different types of income paid or 
payable 10 non-rcsidcnt beneficiarics. The different types of 
income retain their identity on this schedule t” identify the 
source of the income kept in the trust. Income such as 
tanahlc capital gains (unless the trust is a mutual fund trust) 
and taxable dividends from taxable Canadian corporations 
may not be designated and, therefore, lose their identity 
when allocated to non-resident beneficiaries. The total of the 
imounts in column II should be reported as “Estare or trust 
incorne” on the NR4B Supplemcntary form, instead of on 
thç T3 Supplementary fol-m. 

Most amounts paid or payable to a non-resident beneficiary 
are subjcçt to a Part XIII withholding tax. Sec guide item, 
“Non-resident beneficiaries.” The total of column II should 
be transferred 10 Trust Schedule 10, Part B. Part XIII 
Non-resident withholding tax, line 1020. 

Thc trust may also bc subjcct t” Part XII.2 tnx if it is 
distributing income to non-resident beneficiaries. For 
information on Part XII.2 ta, see guide item, “Trust 
Schedule 10, Part A. Calculation of Part XII.2 tu.” 

By preferred beneficiary election - 
Resident beneficiaries 
Column Ill, lines 921 to 927 
Box 21, and boxes 23 to 27 
104(14), Regulation 2800 

Use this column t” alloci~te or designate the trust’s elected 
accumulating income for 199 1. The trustee and a preferred 
beneficiary may jointly elect to bave this accumulating 
income taxed in the hands of the preferred beneficiary 
in 1091 Sw “l’rc~~ox~il lh~~ilcliciary” ilntl “Prclcrrt~l 
bcnciicixy çlcction” bclow. C‘omplctc z scpim~tc 
T3 Supplementwy form for this elective inçome. 

The total designations would be: 

Beneficiary X BeneficiaryY Totel 
Subsection 
lO4(13.1) a 500 $ 500 $1,000 
Subsection 
lO4(13.2) l-ol.Jl IgtJl 2gJ 
Reported 
in the trust a I ,500 $l,SOO $3,000 
Reported by 
beneficiaries 2gJ 2g.J m 
Total 
income $4.ooo $4,ooo $8,ooo 

Allocation or desigmtion of lusses 

Net capital losses and non-capital losses cannot be 
allocated or designated to beneficiaries of a test. 

There are tw” exceptions t” this rule: 

. Report losses of an insurer’s related segrcgated fond 
trust in box 37 on the beneficiary’s T3 Supplementary. 

. Losses of revocable trusts and from “blind trusts.” 
Report these losscs in brackets in box 21 on a scparate 
T3 Supplementary for thc bcneficiary. Clearly indicate 
the type of loss on the 7‘3 Supplementary in thc 
footnote space. 

Part A 
Application of expenses against 
specific types of income before 

allocationsldesignations 
Lines 901 to 912 

Expenses deductcd on line 41 must be applied ;Igainst 
specific types of income beforc income cari be allocated or 
designated 1” bencficiaries. Expenses that relalc t” mort 
than one source of iocome mut be apportioned on a 
reasonable bais t” thc applicable sources of incomc of thç 
test. When all the income is allocated or dcsignated to 
beneficiaries, WC Will allow an alternative appor~ionment of 
expenses. for example, 1” provide thc maximum 
tlow-through to a beneficiary of the dividend ta crcdit. F”I 
more information ami thc conditions for accepting this 
alternative apportionment of cxpcnses, sec Interpretation 
Bulletin IT-524, Trrfsrs ~ F/OI+ Thmqh of Tmd~lc 
Dividends fa o Bmfikq - /lfier. IY87. 

Part B 
Total income 

allocations/designations to 
beneficiaries 

Lines 921 to 928 
The allocation or dcsignation of incorne to bçneficiaries 
includes income paid or payable t” resident bencficiaries 
(colomn I), income paid or payable t” non-resident 
beneficiaries (column II), and income accumulating in the 
trust which both the trustee and a resident “preferred 
beneficiary” bave jointly clccted to tax in the hands of the 
prcferred beneficiary (column III). Refer t” the appropriatc 
column heading in this guide for ~mwc dctails. cspccially 
column III, rcgarding thc “prefened beneficiary clection.“ 
Amoun& allocated or designated on lincs 921 to 927 t” a 
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Thc following types of trust incomc may retain thcir idcntity 
and be designatcd under a prcferrcd beneficiary clcction: 

4 !rmi;n husincss incomc (linc Y24): 

@ Iorcign non-business incorne (line 925); 

e fuming or fishing incomc (line 927). 

Elective income net designated in onc of tbc abovç 
categories should bc taxed in thc beneficiary’s hands as 
“Other incomc.” Thc designations mwt be made by fhc trust 
in its rcturn for the ycar in which thc relevant amounts arc 
included in the iwxme of thc trust. 

Preferred benefïciary 10X( I)(g). (h) 

A “prefcrrcd bencficiary” of a trust mcans an individual 
rcsident in Canada who is Ü bencficiary undcr tbc trust :III~ 
ix 

. the sefflor of thc trust: or 

. the spouse or former spousc of thc scttlor of fhç ~~LIS,: 
or 

. a cbild, grandchild or grcat grandcbild of thç sçttlor 01 
the trust; or 

. the spousc of any person described in thc preceding 
item. 

For the definition of “scttlw.” SCÇ Intcrpret;ltion 
Bulletin 11‘.174, M<vrnin,~ of S<,/rlw. 

Preferred benetkiary election 
lO4(12), (14) and (IS), 10X(l)(a), Rcgulation 2800 

A trust and Ü prefcrrcd bencficiary may jointly clcct in thc 
year that part or all thc trust‘s accumulating incomc rcccivul 
in the year be included in a prefcrrcd bcneficiary‘s incomç 
for that year, and net in fhc ycar in which it is paid to any 
beneficiary. Tbe trust may thcn deduct from its inwmc. thc 
amount elected to be included in thc prcfcrrcd bcncficiary‘s 
income. The amwnt clccted must bc stipulated in thc 
eleçtion and must net exceed thc prcferrcd beneficiary’s 
sharc in the accumulating income. 

This election in rcspcct of a taxation ycar should bc made 
by filing thc following documents: 

l a statemcnt making the election for thc year. stating thc 
part of thc income on which thc clcction is made. and 
signcd by both thc prcferrcd bcncficiary (or guardian~ 
und the trustcc hwing thc authority tu makc the 
election; and 

. a statcrncnt, signed by the trustce, sbowing thc 
computation of the preferrcd bencficiary’s shwc in Ibç 
income of the trust for the ycar along witb any 
information about the provisions of the trust and ils 
administration as is ncccssary for thc purpwc. 

The election must be fïled, with the T3 I’CU’II or scparatsly. 
within 90 days from the end of tbe trust’s taxation ye;” 
on which the election was made. Please be aware tbat for il 
prefcrred beneficiary election to bc valid, it must be filed 
on time. Once an election is made and assessed, it cimnot 
he rcscinded. If the election is filed lare, lbe accumul~~tin~: 
incorne will hc taxcd in the hards of II~ :TU!;~. 

Thcsc samc filing requirements must bc followcd ÇKII y”11 
that a prcfcrrcd bcneficiary clection is made. 

yzar (3) 

-- Net taxable czwital zidns desicnated 
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(R) = Total of positive amounts from Trust Schedule 6, 
linc 612, column 4. 

(C) = Particular bencficiary’s share of trust’s net taxable 
capital gains designated in the year [from the chat 
above at line 921, item (9)]. 

(D) = Amo~nts for qualified farm property and qualified 
small business corporation shares to be shown as a 
footnote fo box 21 on the particular beneficiary’s 
T3 Supplementary. For instructions on completing 
the T3 Supplementary form, sec guide item 
“Completing thc T3 Supplementary fomx” 

Enter the total of rhe amounts determined at (D) for 
qualified farm property in the appropriate space on Trust 
Schcdulc 9, footnotes for box 21. 

Enter the total of the amounts determined at (D) for 
qualified small business corporation shares in the 
appropriatc spacc on Trust Schedule 9, footnotes for box 21. 

If line 612 (and line (D)) includes deemed taxable capital 
gains from the disposition of eligible capital property, show 
thcsc amounts in thc footnotes for box 26 (and not in the 
l’ootnotes for box 2 I ). 

Line 922 
Pension benefits 104(27), 104(27.1), 60(j) 

Certain pension and superannuation benefits, and certain 
amounts received from a deferred profit sharing plan may be 
designated by a testamentary trust to bave been received by 
a particular beneficiary and not by the trust. Enter on 
line 922 those amounts from Trust Schedule 1 that are 
eligible for a paragraph 60(j) transfer to a registered pension 
plan or a registered retirement swings plan. 

Line 926 
Other income 

Enter on this line, all income distributed to beneficiaries that 
is not show on lines 921 to 925, or on line 921. 

Include on this line, deemed taxable capital gains from the 
disposition of eligible capital property. The trust reported 
these amounts on Trust Schedule 1, lines 120 and 121. As 
well, show these deemed taxable capital gains amounts in 
the footnotes for box 26. 

Line 927 
Farming or fishing income 119(7) 

Farming or fishing income, from lines 07 and 08 on page 2 
of the T3 return, should be entered on this line if allocated 
to a beneficiary, or to a member of a communal 
organization, to identify farming and fishing income for a 
block-averaging election. 

Line 928 
Total 

The total of lines 921 to 927 is thc income allocated or 
designated to the beneficiaries and may not exceed “trust 
income before allocations/designations,” on linc 46, page 2 
of the T3 return. 

Footnotes for line 921 (and box 21) 

If the trust disposed of qualified farm property or qualified 
small business corporation shares, and if it is designating 
capital gains to an individual beneficiary, a further 
calculation is required to determine the amount on line 921 
(and in box 21) that is attributable to each type of property. 

Use the following formula to calculate each beneficiary’s 
share of net taxable capital gains designated, from 
qualified farm property, qualified small business corporation 
shares and other property. 

(A) x (Cl 
= (D) 

(B) 

(A) = Positive amount from Trust Schedule 6, line 612; 
column 1.. or column 2; or column 3. 

Footnotes for line 926 (and box 26) 

If line 926 includes deemed taxable capital gains from the 
disposition of eligible capital property, enter the amount in 
the appropriate space, “Eligible capital property - Qualified 
fxm property (QFP)” or “Eligible capital property - 
Othcl-.” 

Part C 
Summary of 

other amounts designated 
Lines 930 to 944 

This areu sbould be completed only when there are 
designations such as dividends from taxable Canadian 
corporations, and foreign taxes paid for credit purposes. 

Line 930 
Capital gains eligible for deduction 
104(21.2) 

If a trust makes the designation on line 921, it mut also 
designate a portion of its eligible taxable capital gains (in 
respect of the beneficiary) for purposes of the beneficiary’s 
capital gains dcduction. 

Thc trust’s cligible taxable capital gains is calculated on 
Trust Schedule 3, line 334. 

Complete the following chat and formula to determine the 
motet ta enter on line 930 and in box 30 of the 
bcncficiary’s T3 Supplementary. 
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Net taxable capital gains 
of the current year (fi-on1 
chut at line 921, 
item (3)) 

Subtract: 
Total investment 
expenses claimcd in 

(II) 

current year (from Trust 
Schedule 4, linc 409) (12) 
Les: Total invesrment 

income reporta1 in 
current yeir (from 
Trust Schedule 4, 
line 427) (1.7) 

Subtract line (13) from 
line (12). if negative. 
enter 0. > (141 

Subtract line (14) from line (1 1). if 
ncgativc, enter 0. (15) 
Net taxable capital gains designated in 
the curent yeal- (from char1 a line 92 1, 
item (9)) (16) 
Greater of lines (15) 
and (lb) (17) 

(Lines (11) to (15) and (17) result from Pending 
legislation - Tabled May 30, 1991, effective for 1988 
and subsequent taxation years). 

CE) x (G) -~ 
= (HI 

(F) 

(E) = Bencficiary’s share of designatcd amount from 
linc (16) above. 

(F) = Amo~nt from line (17) above. 

(G) = Eligible taxable capital gains, amount from Trust 
Schedule 3, line 334. 

(H) = Particular beneficiary’s shwc of the trust’s eligiblc 
taxable capital gains. 

On Trust Schedulc 9, line 930, enter the total of thc 
amounts determined in (H). 

On the T3 Supplementary in box 30, enter four thirds (4131 
the âmount determined on line (H). 

Note 
Keep a copy of these calculations and of Trust Schedulc 3 
with your records as you ~‘81 need the information to 
determine the cumulative gains limit whenever a designation 
of the trust’s eligible taxable capital gains is made in 
subsequent years. 

Line 931 
Eligible pension income 
104(27), 118(3), 118(7) 

Testamentary trusts may include pension incomc amounts 
from line 02 on page 2 of the T3 return that qualify as 
pension income for the pension income non-refundablc tax 
credit on the beneficiary’s TI return. This designation 
applics only if the beneficiary wus the spouse (or 
common-law spoux) of the deccased, and if the trust 

Line 934 
Foreign non-business income tax paid 
104(22)(b), 126(l)(a) 

If thc trust is designsting a forcigr tu cxdit to a 
beocficiary, it must submit a valid rcceipt or information 
slip from thc foreign country 10 suhstantiatc thc foreign 
Inowbusiness incomc fax paid by thc trust. or withheld from 
fol-cign non-business incomc cwncd by thc trust. 

Plcase sec Interpretation Bullçtin 1T27OR2, Foreiy!r ?ùx 
<‘,-cdir imd guide item. “Fcdel-al fol-cign tu crcdit.” for more 
details. 

Line 935 
Death benefits 104(28), 248(l) 

Whcn the death bencfit paymcnt is to bc allocated to ü 
bencficiary according to thc prwisions of thc Will. the 
heneficiary may hc çntitlcd to CXC/U~C up to $10,000 of the 
payrnmt from incomc. Box 35 is provided on the 
‘1‘3 Supplemcntary form to ioform thc hcncficial-y of thc 
arnount in box 26 that is a dcath bcncfit. imd which is 
cligible for this exemption. Thc infomwtion is then uscd hy 
thc hcncficiary to cuIcuIatc thc taxxblc portion 10 he 
reported on tt1e 7.1 lMlil~i<illol Ili<~olw T<LV Kciurlr. 

If the death hencfit is dcducted fi-om thc trust income, and 
only thç taxable portion flows »ut to the beneficiary, the 
twstcç mut ensure that only thc taxable portion of the 
dcath henefit is rcported on line 19. page 2 of the ‘1‘3 return, 
and that only box 26 (and net bon 35) should be completed 
on the T3 Supplementary. Sec guide item. “linc 19.” 

Payments from the Canada Pension Plan (CPI’) are not 
considered to hc paid in recognition of an cmployee’s 
scrvicê in an office or cmploymcnl. Consequently, CPP 
dçath hcncfits are net eligiblc for thc $lO.O00 cxcmption, 
thercfore, thcy arc ~not to lbc includul in box 35 on thc 
T.7 Supplenlentary. 

Line 936 
104(27), 60(l), 104(28), 6O(j.l), 143(2) 
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(J) = Positive amount from Trust Schedule 6, line 613, 
column 1, column 2, or column 3. 

(K) = Total of positive amount from Trust Schedule 6, 
line 613, column 4. 

(L) = Particular beneficiaty’s share of trust’s eligible 
taxable capital gains (from chut above, at line 930, 
item (H)). 

(M) = Amounts for qualified farm property and qualified 
small business corporation shares to be show as a 
footnote to box 30 on the particular beneficiary’s 
T3 Supplementary. For instructions on completing 
the T3 Supplementary form, see guide item 
“Completing the T3 Supplementary form.” 

Enter the total of the amounts determined at (M) for 
qualified farm property in the appropriate space on Trust 
Schedule 9, footnotes for box 30. 

Enter the total of the amounts determined at (M) for 
qualified small business corporation shares in the 
appropriate space on Trust Schedule 9, footnotes for box 30. 

If line 613 (and linc (M)) includes deemed taxable capital 
gains from the disposition of eligible capital property, show 
these amounts in footnotes for box 26 (and not in footnotes 
for box 30). 

l retiring allowances (from line 19) which qualify for 
paragraph 6O(i.l) transfer to a registered pension plan or 
registered retirement swings plan; 

. charitable donations designated to the beneficiaries of a 
communal organization. (from Pending legislation - 
Tabled May 30, 1991, effective for 1990 and 
subsequent taxation years). 

A lump-sum payment out of a registered pension plan may 
be designated by a testamentary trust to a beneficiary for the 
purpose of acquiring an annuity under 
subclause 6O(I)(v)(B.1)(11), if that beneficiary is a Child or 
grandchild of the deceased person, and was under 18 at the 
time of the deceased person’s death. Sec guide item, 
“Taxation year, testamentary trust.” 

Line 938 
Part XII.2 tax credit 104(31), 210.2(3) 

Enter the amount from Trust Schedule 10, Part A, line 1010. 
The Part X11.2 ta credit may be designated only to those 
resident beneficiaries to whom income wus allocated or 
designated in Part B above in column 1, line 928. 

Lines 940 and 941 
Investment tax credit (ITC) designated 
127(7) 

Only testamentary trusts and communal organizations 
(section 143) may designate the investment tax credit (ITC) 
to their beneficiaries. 

On line 940, enter the beneficiary’s share of the trust’s 
investment in eligible property acquisitions or eligible 
expenditures. This amount, as calculated on 
Form T2038 (IND.), determines the amount of the 
investment tax credit available for designation to the 
beneficiary. The beneficiary’s share should be recorded in 
box 40, “Investment eligible for ITC.” 

On line 941 (and in box 41), enter the share of the trust’s 
investment tax credit from Form T2038 (IND.) that is 
designated to a beneficiary and not deducted by the trust on 
Trust Schedule Il, line 1120. 

Insert the applicable code number from Fonn T2038 (IND.) 
in the footnote space on the T3 Supplementary. Sec 
“Completing the T3 Supplementary form” for more details. 

Footnotes for line 930 (and box 30) 
104(21.2) 

If line 930 includes eligible taxable capital gains from 
qualified fxm property or qualified small business 
corporation shares, a further calculation is required to 
determine the amount on line 930 (and in box 30) that is 
attributable to each type of property. 

Use the following formula to calculate each beneficiary’s 
share of eligible taxable capital gains from qualified fann 
property, qualified small business corporation shares, and 
other property. 

(0 x 6) 
= CM) 

(K) 

Note 
You must complete a T3 Supplementary form for all 
amounts allocated or designated to a resident beneficiary, 
including a preferred beneficiary who elects to be taxed on 
accumulating income of the trust. Sec guide item 
“T3 Supplementary and T3 Summary” for more details on 
completing the T3 Supplementary and T3 Summary. 

Trust Schedule 10 
Lines 1001 to 1031 

Calculation of Part XII.2 Tax and 
Part XIII Non-Resident 

Withholding Tax 

Part A 
Calculation of Part XII.2 tax and 
refundable Part XII.2 tax credit 

Lines 1001 to 1010 
104, 210 to 210.3 

A separate tax return has net been provided for Part XII.2 
ta. Instead, Part X11.2 tax is calculated on Trust 
Schedule 10. Part XII.2 tax is payable within 90 days from 
the end of the trust’s taxation year. 

Part XII.2 tax does not apply to a trust that was throughout 
the year: 

. a testamentary tr”St; 

. â mutual fund trust; 

. a trust that was exempt from tax under 
subsection 149(l) of Part 1; 

. a trust governed by a deferred income plan (described 
in subparagraph lOS(l)(i)(ii)); 
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0 a communal organization: 

l a non-resident trust. 

Part XII.2 tax is levied when a trust has “specified incorne,” 
a “designated benefïciary,” and distributes (allocates or 
daignates) any of its income. 

Specified income 

Specified income of a trust is the total of the following 
sources of income or losses: 

0 net income (10s~) from businesses carried on in Canada: 

0 net income (10s~) from real properties (land or 
buildings) located in Canada; 

0 net income (10%) from timber resource properties; 

0 net incarne (10s~) from Canadian resource propertics 
acquired by the trust after 197 1; and 

0 taxable capital gains (allowable capital losses) from 
dispositions of propcrty described as taxable Canadian 
property. 

Note 
Although the term “designated income” is used in Part XII.2 
of the Income 7u.t Arr, thc term “soecified income” has 
been substituted in this guide and in Trust Schedule 10 t« 
avoid any confusion with “designated income” uscd in othcr 
parts of this guide. 

Designated beneficiary 2 10 

A designated beneficiary for the purpose of Part XII.2 ta 
includes a beneficiary who is: 

l a non-resident person: 

. a non-rcsident-owned investment corporation; 

l a perso” exempt from Part 1 tax under 
subsection 149(l), if that person acquired an intcrest in 
the trust, directly or indirectly, from a beneficiary of the 
trust after October 1, 1987. (A person exempt from 
Part 1 tax is net a designated beneficiary if, after thc 
later of October 1, 1987 and the creation of the trust, 
the interest was held continuously by a beneficiary 
exempt from tax by reason of subsection 149(l), or if 
the tax-exempt person is a trust govemed by a 
registered retirement swings plan or registered 
retirement income fund, and the trust acquired its 
interest from its beneficiary or the beneficiary’s spouse); 
or 

0 a trust resident in Canada (other than a testamentary 
trust or trust exempt from tax under subsection l49( 1)) 
or a partnership whose beneficiaries or members include 
a designated beneficiary. 

A designated beneficiary is generally net entitled to the 
refundable tax credit for any Part XII.2 tax paid by the trust. 
This means that: 

. Box 38 on the T3 Supplementary is generally not 
completed for a designated beneficiary who is a 
Canadian resident; 

and 

. before calculating Part XIII non-resident withholding 
ta, the income payable to a non-resident beneficiary 

must be reduced by the non-resident’s share of the 
Part X11.2 tax. (Sec the comments under line 1009 
below.) 

Eligible benefkiary 

Eligible beneficiary is a term used to identify a beneficiary, 
other than a designated beneficiary described above, and is 
generally a resident beneficiary. 

An eligible beneficiary is entitled to B refundable Part XII.2 
fax credit in proportion to the share of trust income 
allocated or designated to that beneficiary. An amount equal 
to the Part XII.2 tax credit must be included in the 
beneficiary’s income. The credit, in effect, replaces the 
mcome thüt the beneficiary would bave received if the trust 
had not been required to psy Part XII.2 tax. 

Line 1006 
Total specified income 

Line 1006 is the total of lines 1001 to 1005, and it 
represents the specified income of a trust. If line 1006 is 
negative, Part XII.2 fax does net apply. 

Line 1007 
Amount allocated or designated to 
beneficiaries 

On line 1007, enter the total of the amounts from columns 1 
and II, Trust Schedule 9, Part B, line 92X. Line 1007 must 
tben be reduced by the subsection 105(l) taxable benefit 
atnount rcported on line 44 of the ‘1‘3 return. 

Part X11.2 tüx does net apply to thc kdue of other benefits 
to rccipients” reported on line 44, or to the total amount in 
column Ill, Trust Schedule 9, Part B for accumulating 
income under a preferred bencficiary election. 

In effect, the total on line 1007 represents the following 
provisions of the In<ome ïax Au: 

0 the subsection 104(6) deduction from trust income for 
the portion of the trust’s income that is distributed to 
resident and non-resident beneficiaries and included in 
their income; 

. the subsection 104(30) deduction from trust income for 
the tu paid by the trust for the year under Part X11.2; 
and 

. the subsection 104(13) and subsection 104(31) amounts 
to be included in the income of an eligible benefïciary 
from the trust. 

Note 
In effect, the trust withholds the Part X11.2 tax from income 
distributed to the beneficiaries. This wav. beneficiaries oav a 
share of the tax in proportion to the in&me originally ’ ’ 
allocated or designeted to them, with the provision that 
eligible beneficiaries Will receive rcfundable ta credits on 
thcir share of the tax. The purpose of the Part X11.2 ta is 
to cnsure that designated beneficiaries pay their share of 
taxes on specified incarne. The total of Parts XII.2 and XIII 
taxes IS approximatcly equal to the Part I tax plus provincial 
or territorial taxes that would apply to specified income had 
it hçcn eürned directly by the designatcd beneficiaries. 
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Line 1008 
Part XII.2 tax 

The lesser of the amounts on line 1006 or 1007 multiplied 
by 36% is the amount of Part XII.2 tax payable by the trust. 
Enter this amount on line 83 on page 4 of the T3 retur”. 

Calculate Part XII.2 tax for the year on the specified incarne 
at line 1006, unless the income distributed ta the trust’s 
beneficiaries after Part XII.2 tax is less tha” 64% of the 
trust’s specified incarne for the year. In this case, calculate 
the Part XII.2 tax on a” amount that is 100164 of the 
income allocated or designated ta beneficiaries 
(subsection 104(6) deduction) before calculating Part XII.2 
tax. This grossed-up amount is equal ta the amount on 
line 1007. 

Note 
Trust Schedule 10 does “ot provide for a third calculation 
contained in rhe Income Tax Art under 
paragraph 210.2(l)(b). Paragraph 210,2(l)(b) refus ta the 
incarne of the trut after deducting the amount of its 
accumulating incarne included in a preferred beneficiary 
election, but before subsectio” 104(30) and 
subsectio” 104(6) deductions. This third amount has been 
eliminated from the calculation on Trust Schedule 10 
because it would never be less than line 1007, which is the 
amount detamined under paragraph 210.2(l)(c). 

Line 1009 
Adjustment for Part XIII tax purposes 

Line 1009 calculates the amount of Part XII.2 tax 
attributable to designated beneficiaries. Enter the amount 
from line 1009 in Part B, onto line 1026, ta reduce the 
incarne subject ta Part XIII tax. 

Line 1010 
Part XII.2 refundable tax credit for eligible 
beneficiaries 

Line 1010 is the amount of Part XII.2 ta attribuable to 
eligible beneficiaries, and is the amount eligible for the 
Part XII.2 refundable tax credit for these beneficiaries. 

If there is more than one eligihle benetïciary, use the 
following formula calculatio” ta determine the amount of 
refundable tax credit ta be reported in box 38 of the 
T3 Supplementary for each beneficiary: 

AXIJ 
C 

where 

A is the Part XII.2 tâx payable by the trust, which is the 
amount from line 1008; 

B is each beneficiary’s share of the amount from line 1007, 
which is the trust incarne allocated or designated ta the 
eligible beneficiaries; and 

C is the total allocations or designations for the year, which 
is the entire amount from line 1007. 

Example - Part XII.2 
An inter vives trust resident in Canada has two 
beneficiaries - Mr. Adam, a resident of Canada who 
is an eligible beneficiary, and Ms. Meg, a non-resident 
who is a designated beneficiary. Each beneficiary is 

entitled to receive an equal share of the trut incarne 
which is distributed annually. 

The “et income of the tr”st for 1991 of $1,400 
represents: 

l net business incarne of $1,000; and 

. interest income after related expenses of $400. 

On Trust Schedule 10, “Part A. Calculatio” of 
Part XII.2 Tax and Refundable Part XII.2 Tax Credit” 
you would: 

. enter $1,000 on lines 1001 and 1006 as there are 
no other sources of specified incarne (the $400 
interest is net specified incarne); 

. enter $1,400 on line 1007 as this is the total 
amount from columns I and II on Trust Schedule 9, 
Part B, line 92X; 

. enter the lesser of lines 1006 and 1007 ($1,000) in 
the first blank space on line 100X; 

. calculate 36% of $1,000, and enter the 
result ($360) in the second blank space on 
line 1008; 

l calculate the amount that is “ot subject to Part XIII 
non-resident tax by completing the entries in the 
area for line 1009 (i.e., divide $700 by $1,400 and 
multiply by $360), and enter the result ($180) on 
line 1009, and in Part B on line 1026; and 

. calculate the ano”nt of refundable Part XII.2 tax 
credit on line 1010 by subtracting line 1009 from 
line 1008. Enter the result ($180) on the 
T3 Supplementary in box 38. 

MI. Adam received $520 but he Will include $700 
(ix., 5520 + $180) in his incarne for the year. This 
amount, which Will be entered on the 
T3 Supplementary in box 26, is the one-half (1/2) 
portion of the tr”st incarne that was ta be distributed 
to him according ta the temx of the trust agreement. 
On his Tl return for 1991, he Will claim a refundable 
Part XII.2 tax credit of $180. 

Ms. Meg received $520. This amount, which Will be 
entered on the NR4B Supplementary, is the 
one-half (l/2) portion of the trust incarne that was to 
be distributed ta her according ta the temu of the trust 
agreement. 0” Trust Schedule 10, Pan B the trust Will 
reduce the total income paid or payable ta 
non-resident beneficiaries (line 1020 $700) by the 
Part XII.2 tax (line 1026 $180). The difference 
(line 1028 $520) is the amount subject ta 
non-resident tax. 

Part B 
Part XIII non-resident withholding tax 

Lines 1020 to 1031 
Complete this part if the tr”st has allocated incarne ta 
“on-resident beneficiaries. 

Line 1022 
Amounts paid or payable other than capital 
distributions 

Depending on the reconciliation made on line 1021, the 
amount on line 1021 would either be added to or subtracred 
from the amount 011 line 1020. 
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Line 1025 NR4B Summary 

Amounts not subject to Part XIII tax - 
Other 

One example of an adjustment to be entered on this line is 
amounts paid or credited ta a beneficiary resident in the 
United States, derived from income sources mitside Canada 
which are not subject to withholding tax by vinue of the 
Canada - US. Tax Convention. 

Line 1026 
Part XII.2 tax amount 

This is a summary of amounts paid or credited, or 
considered to be paid or credited to non-residents, and 
represents the total of amounts reported on the 
NR4B Supplementary form. Beginning in 1991, you do not 
bave to withhold or report amounts on an 
NR4B Supplementary when the total of amounts paid or 
credited to a non-resident during the year is less than $10. 
The total payments to non-residents should agree with the 
“Amount subject to non-resident tax” on Trust Schedule 10, 
Part B, line 1028. Total non-resident tax withheld on Form 
NR4B Summary should agree with the non-resident tax 
payable on Trust Schedule 10, Part B, line 1029. 

The amount of Part XII.2 tax attributable to designated 
beneficiaries is deducted on this line. 

NR4B Supplementary 

Pan XII.2 tax is deducted here because the total amount in 
column II on Trust Schedule 9, Pan B, line 928 includes 
incarne under subsection 104(31) (ix., the Pan XII.2 tu) 
which is net subject to Part XIII tax. 

Lines 1029 to 1031 
Non-resident tax payable 

Enter the year for which this fonn is being completed and 
report, as estate and trust income (code 1 Iibox J), the total 
test income totalling $10 or more allocated ta a 
non-resident beneficiary. The various incarne items 
(cg., dividends) lose their identity when allocated to a 
non-resident beneficiary (except for taxable capital gains 
from a mutual fond trust), and are therefore totalled and 
reported as “estate or trust income” on the 
NR4B Supplementary. 

Complete the rest of this schedule with reference to the 
NR4B Summary for the trust. 

Reporting forms 

Completing the NR4B Summary and 
NR4B Supplementary forms 
Part XIII Tax, 212(l)(c) 

Non-resident beneficiaries 

Every non-resident person mut pay a Canadian income tax 
(non-resident tax) of 25% under Part XIII of the Incorne Tax 
Acf, (unless a lower rate is provided by a tax treaty) on 
amounts paid or credited, or on amounts considered to be 
paid or credited by a Canadian trust to non-residents on 
account of income from the trust. The trustee must withhold 
tax on these amounts and remit this tax to us by the 
15th day of the month following the month during which 
the tax was withheld. 

Beginning in 1991, we bave replaced reporting Forms 
NR4-NR4A Summary, and NR4 and NR4A Supplementaries 
with two new reporting forms. 

The new forms are the NR4B Summary and the 
NR4B Supplementary. As an interim measure for 1991, we 
Will allow payers and disbursing agents who cesse business 
in 1991 to file their final returns using reporting Forms 
NR4-NR4A Summary, and NR4 and 
NR4A Supplementaries. 

Also testamentary trusts whose 1991 taxation year ends 
before December 31, 1991 may file using the old 
NR4-NR4A Summary, and NR4 and 
NR4A Supplementaries. 

Calculate the amount of non-resident tax payable and the 
balance due, if any, by following the steps on Trust 
Schedule 10, Part B. Any balance due should be sent to us 
accompanied by Form PD7AR.NR, which is a combined 
remittance statement and receipt. If you are remitting 
Part XIII tax for the first time, include with the payment 
your name and address, the type of payment (Part XIII tax), 
and the month during which the tax was withheld. When we 
receive the payment, we Will issue a Form PD7AR-NR 
receipt, the top portion of which may be tom off and used 
for remitting future payments. 

Guide for Payer~ of Non-Resident Tax 

We bave prepared a new guide for payers of non-resident 
tu to explain how to complete the NR4B retum. This guide 
also outlines procedures for reporting amounts paid or 
credited to non-residents of Canada for 1991. The Guide for 
Payer.~ of Non-Resident Tax is available at the International 
Taxation Office at 875 Heron Road, Ottawa, Ontario, 
KIA lA8 or at your local district taxation office. 

Distributing the NR4B Supplementary form 
Regulation 202(8) 

You mut also complete Forms NR4B Summary and 
NR4B Supplementary. These forms are available from your 
district office. 

For more information on non-resident income ta& obtain 
Information Circulars 76.12R4, Applicable Rate of Part XIII 

Tax on Amounfs Paid or Credited to Persans in Treaty 
Countries and its Special Release, 77.16R3, Non-resident 
Incorne Tax, and Interpretation Bulletin IT-465R, 
Non-resident Beneficiaries of Trusts. 

Copies I and 2: Within 90 days from the end of the tmt’s 
taxation year, send with copies 1 and 2 of 
the NR4B Summary to: 

International Taxation Office 
875 Heron Road 
Ottawa, Ontario 
KIA lA8. 

Copies 3 and 4: Within 90 days from the end of the trust’s 
taxation year, send to the beneficiary’s last 
known address. 

copy 5: Keep with trust records. 
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Trust Schedule 11 
Lines 1101 to 1130 

Calculation of Federal Income 
Tax 122 

Line 1101 
Testamentary trusts 
All testamentary trusts are taxed using the “1991 rates of 
federal incarne fax” for individuals. 

The individual rates also apply t” an inter vives trust (other 
than a mutual fund trust) that meets all of the following 
conditions: 

l it was established before June IX, 1971; 

l it was resident in Canada on June 18, 1971 and without 
interruption thereafter until the end of 1991; 

. it did net carry on any active business in 1991; 

. it has net received any property by way of gift sine 
June 18, 1971; and 

l it has net, after June 18, 1971, incurred any debt or 
obligation t” pay an amount t”, or guaranteed by, any 
pers”” with whom any beneficiary of the trust was net 
dealing at arm’s length. 

Inter vives trusts meeting these conditions are referred t” as 
“grandfathered inter vives trusts.” For more details, sec 
Interpretation Bulletin IT-406R2, Tax Payable by an Inter 
Vives Tru.st. 

Line 1107 
Inter vivos trusts 
An inter vives trust is taxed at 29% of its taxable incarne if 
it does not meet all of the conditions listed under line 1101 
above. 

Line 1109 
Tax adjustments ITAR 40 provision 
This line is used when adding t” the trust’s tax such items 
as the reduced ta that applies on lump-sum payments under 
ITAR 40. You do bave t” enter an amount on this line. 
Specify ITAR 40 on this line and on line 02 on page 2, and 
we Will calculate your tax adjustment. Attach any 
information slips received. 

Line 1111 
Federal dividend tax credit 121 
Enter on this line, the amount of the federal dividend tax 
credit that the trust may claim on dividends received in 
the 1991 taxation year. 

The dividend ta credit is 66.67% (2/3) of the gross-up 
amount calculated on Trust Schedule 8, Part B, line 824. 

Line 1112 
Charitable donations 118.1 or 104(6) 
Testamentary trust 

l If the donation is a one-time payment provided for in 
the deceased taxpayer’s Will, the donation mut be 
claimed on the deceased taxpayer’s Tl retum either in 
the year of death, or in the year preceding the year of 
death. We will reassess the Tl retums if necessary, t” 
allow the claim. 

l If the donation is net a one-time payment but Will 
continue according t” the terms of the Will, the charity 
is treated as an income beneficiary, and the donation is 
deducted as an allocation of trust income on the 
T3 return (page 2, line 47 and Trust Schedule 9, Part B, 
line 926). 

l If the Will provides that a donation may be made at the 
discretion of the trustee, the truste has the choice of 
treating the charity as an income beneficiary and 
deducting the amount on line 47, or claiming a 
non-refundable tax credit on Trust Schedule Il, 
line 1112. 

When a donation is being claimed on the T3 retum, either 
us an income allocation or for a non-refundable tax credit, 
the trustee should state in the T3 retum whether the 
donation is a one-time or periodic payment provided in the 
Will. or is made at the discretion of the trustee. 

Inter vives trust 

. If the charity is an income beneficiary according to the 
trust agreement, the donation is deducted as an 
allocation of trust income on the T3 return (page 2, 
line 47 and Trust Schedule 9, Part B). 

l In all other cases, a non-refundable tax credit Will be 
calculated on the amount of the donation on Trust 
Schedule II, line Il 12. 

Al1 donation claims must be accompanied by an officia1 
receipt. 

There are three classes of donations: 

1. Charitable. Please sec the Tl General Tax Guide for 
types of organizations that are included in this class. 

2. Gifts t” Canada, province or territory. 

3. Gifts of cultural property. Attach both the officia1 
receipt from the institution and certificate T871 issued 
by the Canadian Cultural Property Expert Review 
Board. 

Maximum claim and carry “vx 

When the non-refundable tax credit method is used, the 
maximum claim in a year for charitable donations, referred 
t” in item 1 immediately above, is limited t” 20% of the net 
income of the trust, line 50. The 20% limit does net apply 
t” gifts referred t” in items 2 or 3 above. The trust may 
choose t” claim any portion of its total donations up to the 
maximum limit. Any unused portion ca” be carried forward 
for five years. 

Pending legislation - Tabled May 30, 1991, effective 
for 1990 and subsequent taxation years 

A communal organization that made charitable donations 
may choose net t” claim its donations. However, it may 
elect t” designate its donations t” beneficiaries in the same 
proportion that it elected to allocate income to those 
beneficiaries. 

Line 1113 
Minimum tax carryover from previous 
year 120.2 

If the trust paid minimum tax in the 1986 t” 1990 taxation 
years, part or all of that amount ca” be deducted from 1991 
taxes payable. The following table is provided t” help y”” 
calculate the claim. Attach a copy of your calculation to the 
T3 return if the trust is claiming a minimum tax carryover. 
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Calculation of minimum tax carry-over 

Minimum tax carry-over from previous years which 
cari be applied in 1991 

Minimum tax carry-over available 
(from 1990 Trust Sçhedule 12, line 1269 
or 1990 Appendix C, line (J)) (A) 

Tax payable immediately 
before minimum tax 
carry-over (199 I Trust 
Schedule II, line I IlO) 63) 
Subtract: 
Federal 
dividend ta 
credit (Cl 

Charitable 
donations and 
gifts 0) 

Subtotal (add 
lines (C) 
ad (D)) > (El 

Subtract 
line (E) from 
line (B) (FI 
Subtract: 
Minimum amount (from 1991 
Trust Schedulc 12, linc 1232) 

Maximum amount of 
minimum tax carry-over 
which cari be applied 
in 1991 

(GI 

Subtraçt line (G) from 
line (F) (HI 

Minimum tax carry-over from previous 
year, ûpplied in 1991 
Claim an amount net cxcceding thc lesser 
of (A) or (H) (Enter this amount on Trust 
Schedulc II, line I 113) 

Minimum tax carry-over availahle 
for 1992 

(1) 

Subtract line (1) from line (A) (J) 
Includc a copy of this calculation with the T3 retum whcn 
claiming a minimum tax carry-over. If there is a balance. 
be sure to keep a copy for your records. 

Line 1116 
Surtax on income not subject to provincial 
or territorial income taxes 120(i) 

Canadian resident trusts that carry on business through a 
permanent cstablishmcnt in a foreign country hwc to psy a 
federal swta of 52% of their basic federal ta attributable 
to rhe income eamed in the foreign country. 

Non-resident trusts that carry on business through a 
permanent establishment in Canada hnve to pay provincial 
tax on the income earned in the province or territory and 
net the federal surtxx. Non-resident tmsts that carry on 
business in Canada without a permanent establisbment in 
Canada may bave to psy the federal surtax on the Canadien 
business income if thc income is net exempt from Part I tox 
in Canada by virtuc of an income tax treaty. 

Line 1118 
Federal foreign tax credit 126, 20(12), (11) 

This credit is for foreign incomc or profit taxes paid to a 
government of a country other than Canada on income 
carned outside Canada. In gencl-al, the foreign tax credit that 
may be claimed for cach forcign cwntry canna exceed the 
lesser of: 

. the fax actually paid fo a forcign country; and 

. the tu payable to Canada «II the portion of income 
earned in the foreign country. 

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

When the total of all business income taxes and 
non-business income taxes paid 10 foreign countries is more 
thon the total amount allowed as a foreign ta credit, the 
ÇXCCSS, or a portion thercof. may be deducted on Trust 
Schedule Il, line 1 125 as an “Additional federal foreign tax 
credit” when computing the “lndividual swtax payable” 
nmount on Trust Schedule I 1, line I 128. For details of all 
thcse cülculütions, obtain Form T2209. 

If an excess amount of foreign business income ta, 
commonly referred to us ünused foreign ta credit” still 
remains, it may be applied back 10 the three immediately 
preceding years, or carried f«rward to the seven years 
immediately following the current year to the extent allowed 
for rhose years. Attach a note tu the TR return explaining 
tbe amount of unused foreign tax credits being applied to 
othel. yeim. 

The cxccss of any foreign non-business income tax may net 
be carried forward. Some or all of the excess may be 
claimed as a provincial foreign tu credit on Fonn T2036, 
as a deduction on line 40, page 2 of the T3 return, or as an 
additional foreign tax deduction against the individu1 surtax 
otherwise payable, as stated previously. 

Attach proof of payment of tax paid to a foreign country to 
thc T3 retum. 

When calculating the foreign tu crcdit, express all amounts 
in Canadian currency. For more details, obtain Interpretation 
Bulletins IT-270R2, Foreign Tus C~&if and IT-20lR, 
I:owign Ta Credir - Trusr ond Ilme/iciuries. 

Whcn complcting Form T2209, plcasc note that the 
calculation of the credit is based only on amounts rerained 
by the trust. Exclude all amounts relating to the designation 
of foreign income and foreign tu credits to beneficiaries. 
Enter the amount from Part 1, line (H) of completed 
Form T2209 on Trust Schedule I 1, line I 1 IX. 

Line 1119 
Federal political contribution tax 
credit 127(3) 

A portion of contributions 10 registcrcd fcderal political 
partics or candidates at an election t« thc House of 
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Gommons may be deducted from taxes. Attach proof of 
payment to the T3 retum. This mut be an officia1 receipt 
signed by the registered agent of the registered party, or by 
the officia1 agent of the candidate. 

Ane 1120 I 
Investment tax credit 
127(5), (12.3), 37(l), 13(7.1) 

The allowable credit is calculated as 
follows: 

Total federal political contributions 
(receipts necessary) $ 

Allowable credit: 

75% of first $100 of total federal political 
contributions 

50% of next $450 of total federal political 
contributions 

33 1/3% of amount of total federal political 
contributions, over $550 

Total allowable credit - (maximum $500) $ 

Enter the allowable credit amount on Trust Schedule 11, 
line 1119, “Federal political contribution tax credit.” 

A trust may eam investment tax credits on eligible 
properties and expenditures that arc listed on 
Form T2038 (IND). Investment tax credits cari be eamed, 
for example, on certain buildings, machinery, or equipment 
to be used in Canada in farming, fishing, logging, or 
manufacturing. 

Attach a completed copy of Form T2038 (IND) to the 
T3 return if: 

0 an investment tax credit (ITC) is earned in 1991; or 

0 a credit is being carried forward; or 

0 a credit is being carried back to previous years; or 

0 a refundable investment tax credit is claimed in 1991 
(on line 88, page 4 of the T3 retum). 

The cost of eligible properties or expenditures must be 
reduced by a portion of the credit deducted, or refunded. 
The reduction takes place: 

0 in the year following the year in which the credit is 
claimed; or 

0 in the year following the year the asset is acquired: 

. if the claim or refund is made in the year of 
acquisition; or 

. if the claim is applied back to a previous year. 

For example, the capital cost of property is reduced in 1992 
by any ITC which is eamed in 1991, and which is claimed 
or refunded on the 1991 retum, or applied back to a 
previous year (1986 to 1990). 

Investment tax credits, calculated on eligible property 
acquired or an eligible expenditure made by a trust before 
11.00 A.M. EDT October 3, 1986, could be retained by the 
trust and claimed against its federal tax payable, or these 
credits could be designated to the beneficiaries. After that 

time, only testamentary trusts or communal organizations 
may designate an ITC to beneficiaries. Al1 or pan of 
the ITC, which is designated according to the temx and 
conditions of the trust or by choice of the trustez, should be 
included on Trust Schedule 9, Part B, line 941, and must be 
excluded when computing the ITC of the trust for the 
taxation year. The amount of any investment tax credit 
designated to beneficiaries reduces the cost of the qualified 
property acquisitions or expenditures of the trust in the 
taxation year of the designation. 

Prepare a separate T3 Supplementary form for each 
designation to beneficiaries for eligible expenditures in the 
different regions, if the investment tax credit rates differ. A 
beneficiary could therefore bave more than one 
T3 Supplementary from the same trust. 

For more details in this area, sec the 1991 Business and 
Professional lncome Tax Guide; the 1991 Farming Income 
Tax Guide or the 1991 Fishing Incomc Tax Guide; 
Interpretation Bulletin IT-33lR, Investment Tax Credit and 
Information Circular 78.4R3, Invcstment Tax Credit Rates 
and its Special Release dated Novemher 13, 1987. 

Line 1121 
Other credits 

The logging tax credit (S.S. 127(l)) is an example of an 
amount that may be claimed on this line. 

Note 
Minimum tax - For situations in which the trust may bave 
to pay minimum tax and to complete Trust Schedule 12 
instead of continuing on Trust Schedule Il, refer to guide 
item, “Trust Schedule 12, Calculation of Minimum Ta.” 

Lines 1124 to 1128 
Individual surtax payable 180.1 

Trusts that are liable to pay tax under Part 1 of the Income 
Tax Act for a taxation year mut pay an individual surtax 
of 5%, calculated on the following amounts: 

1. For a trust other than a mutual fund trust: 

0 The basic federal tax on Trust Schedule Il, 
line Il 15 or, if subject to minimum tax, on Trust 
Schedule 12, line 1242. 

2. For a mutual fund trust: 

0 The basic federal tax on Trust Schedule 11, 
line Il 15 minus the least of the amounts (a), (b) 
and (c) on Form T184. 

Pending legislation - Tabled May 30, 1991, effective 
for 1991 and subsequent taxation years 

An additional 5% surtax is applied on the amount by which 
the amounts described in 1 or 2 above exceed $12,500 
(previous surtax was at the rate of 3% on amounts 
over $15,000). 

If the trust is entitled to claim a federal foreign tax credit or 
an investment tax credit, it may be able to reduce its 
individu1 surtax by the unused portion of these credits. 
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Line 1125 1 . a related segregated fond trwt; 

Additional federal foreign tax credit 
The addition=1 federal foreign tax credit (FFTC), calculated 
on Form T2209, is subtracted from the surtax calculated 
above. 
TO complete Fonn T2209, Part II, use the following 
instructions: 

l If the amount determined on line (i) of the special 
foreign tax credit calculation on Trust Schedule 12 is 
more than the amount on line E from Part 1 of 
Fonn T2209, no additional federal foreign tax credit is 
available to reduce the individual surtax payable. Enter 
zero on Trust Schedule 11, line 1125, or if the trust is 
subject to minimum tax, on Trust Schedule 12, 
line 1251. 

. If a” additional federal foreign tax credit is available to 
reduce the individual surtax payable, enter the amount 
determined on Form T2209, Part II, area F on Trust 
Schedule 11, line 1125, or if the trust is subject ta 
minimum tax, on Trust Schedule 12. line 125 1. 

Line 1127 
Additional investment tax credit 
Calculate the additional investment tax credit to be deducted 
from the individual surtax payable on Fonn T2038 (IND), 
section II. 

The individual surtax may be reduced hy the lesser of: 

. unused investment tax credit detamined on line E of 
Form T2038 (IND); and 

l three quarters (314) of the amount (line 1126 on Trust 
Schedule 11, or line 1252 on Trust Schedule 12) by 
which the individual surta otherwise payable exceeds 
the additional federal foreign tax credit calculated 
above. 

Line 1130 
Refundable Quebec abatement 120(2) 
A trust is entitled to the maximum abatement of 16.5% of 
its “basic federal ta” if it was resident in the province of 
Quebec on the last day of its taxation year, and it did not 
bave income from a business with a permanent 
establishment outside Quebec. 
The abatement is refundable and is provided in lieu of direct 
cost-sharing by the federal government under 
federal-provincial fiscal arrangements. 
Obtain Form T2203 from your district office to calculate the 
refundable Quebec abatement if: 

. the trust was a resident in Quebec and had income from 
a business with a permanent establishment outside 
Quebec; or 

l the trust resided outside of Quebec and had income 
from a business with a permanent establishment in 
Quebec. 

Trust Schedule 12 
Lines 1201 to 1269 

Calculation of Minimum Tax 
127.5 to 127.55 

The following trusts are “ot subject to minimum tax: 

. a mutual fund trust; 

0 a trust that made a” electio” in the taxation year under 
the block-averaging provisions of Section 119 of the 
Income Tax Act. 

Pending legislation - Tabled May 30, 1991, effective 
for 1986 and subsequent taxation years 

The following trusts are also “or subject to minimum tax: 

l A post-1971 spousal trust in the taxation year of the 
beneficiary spouse’s death. This exemption for a 
spousal trust applies to a testamentary trust, when the 
spouse died after December 3 1, 197 1, or to a” inter ” 
vives trust created after June 17, 1971. 

0 A tainted pre-1972 spousal trust if the beneficiary 
spouse died before February 12, 1991. 

Any other trust is liable to pay a minimum tax if the net 
minimum tax payable (Trust Schedule 12, line 1234) 
exceeds the regular tax payable (Trust Schedule 12, 
line 1237). Any of the following conditions may attract 
minimum tax for 1991: 

. Taxable dividends are reporte& 
(on page 2, line 03) 

l Taxable capital gains are reported; 
(on page 2, line OI) 

. A” election is made under ITAR 40 on pension 
benefits; 
(on page 2, line 02 and on Trust Schedule II, 
line 1109) 

l A loss is claimed resulting from, or increased by, 
capital cost allowance (CCA) on the rental of: 

. Multiple-unit residential buildings (MURBs) 
(on page 2, line 09); 

. Certifïed films or videotapes 
(on page 2, line 06); or 

0 A 10s is claimed resulting from, or increased by, 
resource and depletio” allowances on resource 
properties 
(on page 2, line 06 or 19). 

Complete Trust Schedule 12 to determine the net adjusted 
taxable income for minimum tax. Basically, Trust 
Schedule 12 recalculates taxable income by: 

adding back the following amounts: 

. non-taxable portion of capital gains minus a” amount 
equivalent to capital gains designated or allocated to 
beneficiaries; and 

l certain deductions including losses caused by capital 
cost allowances; 

and deducting: 

. a basic exemption up to $40,000, allowed to 
testamentary trusts and to grandfathered inter vives 
trusts (sec guide item, “Trust Schedule 11, Line 1101, 
Testamentary Trusts.“) 

. gros-up amount of dividends retained by the trust; and 

l non-deductible portion of business investment 10s (one 
third (l/3) of allowable business investment 10s on 
line 25). 

A tax rate of 17% is applied to the net adjusted taxable 
income amount, if any, and the result minus the charitable 
donations and gifts tax credit and the special foreign tax 
credit is compared to the regular federal tax payable. 
Explanations of certain lines are provided below. 



39 

Line 1203 
Non-taxable portion of capital gains 
retained in the trust 127.52(1)(d) 

This amount would normally be equal to one third (1/3) of 
the taxable capital gains (unless realized on mortgage 
foreclosures and conditional sales repossessions) retained in 
the trust after designation or allocation of capital gains to 
beneficiaries. 

An adjustment is required if either of the following relates 
to a disposition occurring before 1986, and is used in 
calculating the 1991 taxable capital gains on Trust 
Schedule 1: 

0 a capital gains reserve (on Trust Schedule 1, line 117); 
Or 

0 a carry over of a listed persona1 property loss (on Trust 
Schedule 1, line 108). 

TO make the adjustment, use the following table. 

Adjusted line 1203 

Calculation of non-taxable portion of capital gains 
reported and retained in the trust for 1991 (to exclude 
listed persona1 property (LPP) losses and capital gain 
reserves relating to dispositions of capital property 
before 1986). 

Taxable capital gains: an amount equal 
to 113 of line 119, Trust Schedule 1 

Add: 
(4 

LPP 10s (1985 and 
previous dispositions) 
1/4 of line 108, Trust 
Schedule 1* 

Reserve (1985 and 
previous dispositions) 
114 of amounts in 
column 2, lines 210, 213 
and 215, Trust 
Schedule 2 

Add lines (B) and (C) 

Add lines (A) and (D) 

Subtract: 

(B) 

((2 
> (Dl 

(El 

Reserve (1985 and 
previous dispositions) 
114 of amounts in 
column 1, lines 210, 213 
and 215, Trust 
Schedule 2 (FI 
Net taxable capital gains 
allocatedldesignated, 
Trust Schedule 9, Part B 
(1/3 of line 921) (GI 
Subtotal (add lines (F), 
and (CG) > 

Total (subtract line (H) from line (E), 
enter this amount on Trust Schedule 12, 
line 1203. If amount is neeative. show in 

W 

- 
brackets). (1) 
* Use onlv the amount from line 108 that relates to 1985 

and e&ier dispositions of capital property. 

Line 1221 
Taxable income 

Enter on this line, the taxable income amount from line 56 
on page 4 of the retum. If you calculated a negative amount 
on line 56, enter the negative amount on line 1221. 

Line 1222 
Non-capital losses of other years USED IN 
CURRENT YEAR 12752(l)(i)(i) 

Non-capital losses of other years, which are claimed on 
line 51, page 4 of the T3 retum, may bave to be reduced for 
minimum tax purposes if the loss occurred in a taxation 
year beginning after 1985. This reduction is the portion, if 
any, of the non-capital losses attributable to capital cost 
allowance claimed on MURBS, films certified by the 
Canadian Film and Videotape Certification office, resource 
expenditures, or resource and depletion allowances included 
in the loss claimed. The portion is added back on line 1222. 

Line 1224 
Net capital losses of other years USED IN 
CURRENT YEAR 127.52(l)(i)(C) 

The net capital 10s for minimum tax purposes is adjusted to 
reflect 100% of the capital losses (unless realized on 
mortgage foreclosures and conditional sales repossessions) 
from capital property dispositions occurring in taxation years 
beginning after 1985. Income for minimum ta purposes is 
adjusted to reflect the non-deductible portion of capital 
losses of other years used in the current year. 

The amount to be entered on line 1224, is one third (1/3) of 
the net capital losses of other taxation years beginning 
after 1985 (except capital losses on mortgage foreclosures 
and conditional sales repossessions) claimed on line 52 in 
the current year. 

Line 1226 
Basic exemption - Minimum tax 
122(2), 127.53 

A basic exemption of $40,000 is allowed to testamentary 
trusts and to those inter vives trusts that were established 
before June 18, 1971 and that meet the conditions set out 
under subsection 122(2) of the Incorne Tax Act. (Se guide 
item, “Trust Schedule II, line 1101.“) 

The $40,000 mut be allocated among the trusts if more 
than one qualifying trust is formed from contributions by 
the same individual. (The following situation is an example 
of five trusts created by the same individual, Mr. Cee. 
MI. Cee was divorced twice, and at the time of his divorces 
he set up trusts for his former spouses. In his Will, Mr. Cee 
created three separate trusts, one for his grandchildren, one 
for his children and one for his current spouse.) 

If minimum tax applies to any of the multiple trusts, an 
agreement signed jointly by each trustee should be filed 
with each of the trust retums showing the allocation of 
the $40,000 exemption. Sec Question 1 on page 1 of the 
T3 retum and the related guide item, “Question 1 
(Identification area.“) 
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If we send a written notice to a truste requiring such an 
agreement, and the agreement is not filed within 30 days, 
we may allocate the $40,000 basic exemption to one or 
more of the qualifying trusts. 

Lines 1248 to 1254 
Individual surtax payable 

Refer to guide item, “Trust Schedule 11, lines 1124 
to 1128” for details. 

Line 1256 
Refundable Quebec abatement 

Refer to guide item, “Trust Schedule 11, line 1130” for 
details. 

Lines 1260 to 1269 
Part VI. Calculation of additional taxes paid 
for minimum tax carry-over 

Any additional tax payable by a trust, under the provisions 
relating to minimum tax, may be carried forward and 
deducted from the regular tax liability in subsequent years 
(Trust Schedule 11, line 1113). 

Trust Schedules 13 and 14 
Provincial or territorial tax payable 

Canadian resident trusts 

A trust is liable for provincial or territorial tax, at the rate 
applicable for the province or territory of residence, if it was 
a resident in a province (other than Quebec) or territory on 
the last day of its taxation year, and if it did not bave 
income from a business with a permanent establishment 
outside the province or territory of residence. 

Trust Schedule 13 provides space for calculating provincial 
income tax for Newfoundland, Prince Edward Island, 
Nova Scotia, New Brunswick and Ontario. 

Trust Schedule 14 provides space for calculating provincial 
income tax for Manitoba, Saskatchewan, Alberta, 
British Columbia, and territorial income tax for the 
Northwest Territories and the Yukon. 

The province of Quebec collects its own income tax. 
Therefore, a trust is not required to calculate provincial 
income tax on its federal tax return if the trust was a 
resident in the province of Quebec on the last day of its 
taxation year, unless it had income from a business with a 
permanent establishment in another province or territory. 

If a trust resident in Canada has income during the year 
from a business, and if this business had a permanent 
establishment in a province other than the one in which the 
trust resided a the end of the taxation year, or in a country 
other than Canada, the trust must allocate its income to 
determine the liability for provincial or territorial income 
tax, or to determine federal surtax for income earned outside 
of Canada. Income from a business should be allocated for 
each province, territory or country outside Canada in which 
the business had a permanent establishment during the 
taxation year. In general, all other income is allocated to the 
province or territory in which the trust resided at the end of 
the taxation year. TO make this calculation, obtain 
Form T2203, Calculation of Tax in Respect of Multiple 

.lurisdictions and Form T691A, Minimum Tax Supplement - 

Multiple .lurisdictions. 

A trust resident in a province (other than Quebec) or 
territory on the last day of its taxation year, having a federal 
foreign tax credit less than the tax paid to a foreign country 
should obtain Form T2036 from its district office to 
calculate any provincial or territorial foreign tax credit to 
which it may be entitled. Any credit is then applied against 
provincial or territorial income ta. 

Non-resident trusts 

A non-resident trust, carrying on a business through a 
permanent establishment in a province, is subject to 
provincial (or territorial) tax on the business income eamed 
in that province. 

A non-resident trust, carrying on a business in Canada 
without a pemwment establishment in Canada, may be 
sobject to the federal surtax (Trust Schedule 11, line 1116) 
on the Canadian business income if the income is not 
exempt from Part 1 tax in Canada by virtue of an income 
tax treaty. 

Political contribution tax credit for 
Prince Edward Island, Nova Scotia, 
Manitoba, Alberta, British Columbia, 
Northwest Territories and the 
Yukon Territory 

A trust may deduct from the taxes otherwise payable to the 
above provinces and territories a portion of amounts paid to: 

l a registered political party of that province or territory; 

l a registered constituency association of that 
province/territory; andlor 

l a registered candidate seeking election to the legislature 
of that provincelterritory. 

Proof of payment in the form of an officia1 receipt signed 
by the chief financial officer of the registered party, 
constituency association, or candidate mut be attached to 
this return. 

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

Total political contributions in the year $ 

Allowable credit: 

75% of first $100 of total contributions is $ 

50% of next $450 of total contributions is 

33 1/3% of total contributions 
exceeding $550 is 

Total allowable credit (maximum $500) $ * 

For Alberta, the allowable credit is calculated as follows: 

Total Alberta political contributions in the 
pr $ 

Allowable credit: 

75% of first $150 of total contributions is $ 

50% of next $675 of total contributions is 

33 1/3% of total contributions exceeding 
$825 is 

Total allowable credit (maximum $750) $ 
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For Northwest Territories the allowable credit is 
calculated as follows: 

Total Northwest Territories political 
contributions in the year s 

Allowable credit: 

100% of first $100 of total contributions is $ 

50% of total contribution exceeding 5100 is 

Total allowable credit (maximum $500) $7 * 

* TO obtain the tax credit, enter this amount on the 
applicable “political contribution tax credit” line on 
Trust Schedule 13 or 14. 

Line 1345 
Ontario tax reduction 

If the trust is subject to minimum tax (from Trust 
Schedule 12), the trust is not entitled to claim an Ontario 
tax reduction on Trust Schedule 13, line 1345. 

Line 1403 
Net income tax (Manitoba) 

The 2% tax on line 1403 is generally applied to an amount 
which is the net income of the trust determined on line 50 
on page 2 of the T3 return. If foreign income, exempt from 
tax because of a tax convention, is deducted at line 54, then 
deduct the same atnount from line 50, “Net income” before 
calculating the tax on line 1403. Sec “Line 1421” below. 

Line 1415 
Manitoba manufacturing investment tax 
credit 149 

The Manitoba manufacturing investment tax credit was 
available for qualitïed property acquired after April 24, 1984 
and before 1987. The total credit or any portion thereof may 
be retained by the trust to be claimed against its Manitoba 
tax payable, or it may be designated to the benetïciaries and 
claimed by them against their Manitoba tax payable. Any 
unused credit is subject to carry-over provisions. 

TO claim a carry-over of this credit from a previous year, 
obtain Form T86, Manitoba Manufacturing Investment Tax 

Credit from your district office. Attach a completed copy of 
Form T86 to the return. If the credit was retained by the 
trust, enter on Trust Schedule 14, line 1415, the amount to 
be claimed from Form T86. 

If the credit is being designated to the beneficiaries, prepare 
T3 Supplementary forms indicating the designated credit 
amount in box 42, and “Man. mfg.” in the type of credit 
area. 

Line 1421 
Saskatchewan flat tax 

Before applying the 2% flat ta, reduce the net income 
amount from line 50 by any deduction claimed on line 54 
for foreign income exempt from tax because of a tax 
convention. Sec “Line 1403” above. 

Lines 1430 to 1432 
Saskatchewan tax incentives 

The Saskatchewan Tax Incentives Program which provided 
for different tax credits to Saskatchewan residents investing 
in targeted Saskatchewan industries was repealed effective 
December 31, 1989. The unused portion of the 
Saskatchewan livestock investment tax credit and the 
Saskatchewan livestock facilities tax credit cari be carried 
forward and applied against net Saskatchewan tax payable 
during the next seven taxation years. Claim these unused tax 
credits on Trust Schedule 14, line 1430. 

If a communal organization makes the appropriate election, 
the Saskatchewan livestock investment tax credit and the 
Saskatchewan livestock facilities tax credit may be 
designated to memhers (beneficiaries) of the communal 
organization. (Trust Schedule 9, lines 943 and 944). 

Line 1444 
Alberta royalty tax rebate 

If, during 1991, the trust paid royalties or similar payments 
to the federal or a provincial government on account of 
production from oil or gas wells, bituminous sands, oil 
sands or coal deposits, it may qualify for the Alberta royalty 
tax rebate. TO claim the rebate, you must complete 
Form T79, available from your district office, and attach it 
to the T3 retum. The Alberta royalty tax rebate calculated 
on Form T79 is entered on Trust Schedule 14, line 1444. 

The Alberta royalty credit (fornxrly the Alberta royalty tax 
credit) is, for 1991 and subsequent years, to be claimed by 
filing the appropriate forms with: 

Alberta Treasury, Corporate Tax Administration 
9811 - 109 Street 
EDMONTON, Alberta 
T5K 2L5. 

You may obtain forms and a guide by contacting: 

Tax Information Services 
at the above address, or at 
500, 620 - 7 Avenue, S.W. 
CALGARY, Albata 
T2P OY 

or by phoning: 

Edmonton (403) 427.0712 
Calgary(403) 297-5200 
Alberta Zenith 22143 

Direct all technical inquiries to Interpretations and Appeals 
at the Edmonton address, telephone (403) 427-9425. 

Line 1462 
British Columbia royalty and deemed 
income rebate 

TO claim the British Columbia royalty and deemed income 
rebate, complete and attach Form T81, and enter the result 
on Trust Schedule 14, line 1462. 
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T3 Supplementary and T3 Summary 

You nust complete a T3 Supplementary form for all 
amounts allocated or designated to a resident beneficiary. If 
there is an election ta report incarne by a preferred 
beneficiary, and income is also paid ta the same beneficiary, 
it is preferable ta complete two separate 
T3 Supplementaries, one for incarne with respect to the 
election, and the second for all other incarne. 

Use the T3 Summary ta record the totals of the amounts 
reported on all the related T3 Supplementaries. A 
T3 Summary is required even if you prepare only one 
T3 Supplementary. 

Magnetic media filing 

You also bave the option of filing the T3 Supplementaries 
on magnetic tape, cartridge or diskette (magnetic media). 

Magnetic media filas send one completed paper copy of the 
T3 Summary with their tape(s) or diskette(s) to us before 
the filing deadline. You do not bave ta submit the 
Department’s papa copy of the T3 Supplementaries. 

Anyone who would like ta participate in the magnetic media 
filing program for the first time must submit a test tape or 
diskette for our approval. Send the test tape or diskette at 
least two months before the filing deadline. The tape or 
diskette must conform to the specifications for the year of 
filing, i.e., if the taxation year ends in 1991, use 1991 
specifications. 

For more details, obtain the booklet T4094, 1991 Compute~ 
Specifications for Data Filed on Magnetic Media - T3. TO 
obtain this booklet or ta find out more about this method of 
filing, please Write ta: 

Revenue Canada, Taxation 
Ottawa Taxation Centre 
Ottawa, Ontario 
KIA IA2 
Attention: Magnetic Media Processing Unit 

or telephone l-800-665-5164. 

Failing ta provide information, including the social 
insurance number @IN) 

. Trustee (issuer) - An issuer who has ta prepare an 
information return must make a reasonable effort ta get 
the information from individuals for whom they are 
preparing supplementaries. Each time the issuer does 
not show the required information on a supplementary, 
the issuer is liable to a $100 penalty, unless the issuer 
has made a reasonable effort. 

If an issuer has existing clients that bave not yet 
provided their social insurance numbers, and they are 
preparing supplementaries on their behalf, they bave ta 
advise the clients of the consequences of failing ta 
provide their SINs whenever they enter into a 
transaction that may require a supplementary being 
prepared. 

The penalty Will not apply if an individual has applied 
for but has not received the SIN when the return is 
filed. 

Any persan under 18 years of age at the end of the yeal 
to which the return relates does net bave ta provide a 

SIN if that person’s total incarne for the year is 
expected ta be $2,500 or las. 

. Benefïciary (recipient) - Individu& resident or 
employed in Canada bave ta give their SIN on request 
ta any persan who has ta prepare an information retum 
on their behalf. If they do not bave a SIN, they bave ta 
apply for one at the nearest Canada Employment Centre 
within 15 days of the day the information-slip preparer 
asked for the SIN. When that person receives the SIN, 
he or she then has 15 days ta give the SIN ta the 
information-slip preparer. Individuals who, for any 
reason, do not comply with these requirements are 
liable ta a penalty of $100 for each failure. 

For more details, sec Information Circular 82-2R, Social 
Insurance Number Lqislation os it Relates to the 

Prcparrrtion of Information Slips. 

Prohibited use of the social insurance number 

Any persan that has ta make an information retum cannot 
knowingly use, communicate, or allow to be communicated 
a SIN without that individual’s written consent for any 
purpose other than that for which it was provided under the 
Income Tax Act or Regulations. 

People who contravene this provision are. guilty of an 
offence, and are. liable on summary conviction ta: 

. a fine not more than $5,000; 

. imprisonment for a term of up ta 12 months; or 

. both a fine and imprisonment. 

Completing the T3 Supplementary form 

Trust Schedule 9, Part B, lines 921 ta 927, provides a 
summary of the incarne allocations or designations ta be 
entered in boxes 21 to 27. Part C, lines 930 ta 944 provides 
a summary of other amounts designated that are to be 
entered in boxes 30 ta 42. 

If tax was deducted on information slips received by the 
trust, this tax cannot be used ta reduce the amount of 
incarne allocated ta a beneficiary on the T3 Supplementary 
form. Sec guide item, “Line 86” for further information. 

Please type or print the information on the 
T3 Supplementary. 

Trust year ending - Be sure to enter the fiscal year end 
of the trust for which the T3 Supplementary is being 
prepared. The month should be written in numeric form. For 
example if the fiscal year (taxation year) ends in 
November 1991, enter “1991” and “1 1” in the spaces 
provided for the year and month. 

*Box 21 
For the 1991 and subsequent taxation years, enter 413 times 
the amount of any net taxable capital gains (excluding 
deemed taxable capital gains from eligible capital property 
reported in box 26) designated ta a beneficiary from Trust 
Schedule 9, Part B, line 921. 

Be sure ta complete box 30, with the designated portion of 
the trust’s eligible taxable capital gains for purposes of the 
beneficiary’s capital gains deduction. 
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If box 21 includes capital gains from qualified farm property 
or qualified small business corporation shares, these amounts 
must be identified to enable the beneficiary to claim the 
higher capital gains deduction on these dispositions. Put an 
asterisk (*) beside the amount in box 21. In the footnote 
space, below boxes 41 and 42, write “qualified fann 
property” or “qualified small business corporation shares,” 
as applicable. In addition, show the amounts included in 
box 21 and box 30 that relate to the disposition of this 
property. 

See guide item, “Trust Schedule 9, Line 921” and 
“Footnotes for line 921,” for further details. 

Box 22 
Enter the amount of pension benefits that qualify for 
paragraph 60(j) transfer to a registered pension plan or 
registered retirement swings plan, designated to the 
beneficiary on Trust Schedule 9, line 922. Refer to Trust 
Schedule 1, “Pension Income Allocations/Designations” for 
more details. 

Box 23 
Enter the designated portion of the actual amount of taxable 
dividends received from taxable Canadian corporations from 
Trust Schedule 9, line 923. 

Box 24 
Enter the designated portion of the gross foreign business 
income from Trust Schedule 9, line 924. 

Box 25 
Enter the designated portion of the gross foreign 
non-business income from Trust Schedule 9, line 925. 

*Box 26 
Enter the amount of a11 other income transferred to a 
beneficiary that is not recorded in boxes 21 to 25 and 
box 27. 

Include deemed taxable capital gains from the disposition of 
eligible capital property, if any. Put an asterisk (*) beside 
the amount in box 26. In the footnote space below boxes 41 
and 42, Write: (a) a description of the property, 
cg., “eligible capital property - qualified fann propeny” or 
“eligible capital property - other;” (b) the taxable amount, 
and (c) the amount that qualifies for the capital gains 
deduction. 

Box 27 
Enter the amount of farming or fishing income designated to 
the beneficiary on Trust Schedule 9, line 927 that qualifies 
for a section 119 election under block-averaging provisions. 

*Box 30 
For 1990 and subsequent taxation years, enter 4/3 times the 
designated portion of the trust’s eligible taxable capital gains 
(excluding deemed taxable capital gains from eligible capital 
property reported in box 26) for the purpose of the 
beneficiary’s taxable capital gains deduction. If box 21 
includes gains from qualified farm property or qualified 
small business corporation shares, put an asterisk in box 30, 
and in the footnote space below boxes 41 and 42, show the 
amount from these dispositions that qualifies for the capital 
gains deduction. 

See guide item, “Trust Schedule 9, line 930” and “Footnotes 
for line 930,” for further details. 

Box 31 
Enter pension amounts transferred to the spouse (or 
common-law spouse) of the deceased that qualify for the 
pension income non-refundable tax credit. This amount is 
included in the beneficiary’s income in box 22 or box 26. 

Box 32 
Enter the taxable amount of dividends from a taxable 
Canadian corporation - 1.25 (5/4) times the actual amount 
reported in box 23. 

Box 33 
Enter the designated portion of the foreign business income 
tax paid which is based on the amount in box 24. 

Box 34 
Enter the designated portion of the foreign non-business 
incarne tax paid which is based on the amount in box 25. 

Box 35 
Enter the amount of death benefïts designated to the 
benetïciary. See guide item, “Trust Schedule 9, line 935.” 
This amount is also included in box 26. 

Box 36 
Report in this box any of the following amounts: pension 
income that is eligible for paragraph 60(l) transfer to an 
annuity for certain minors (from Trust Schedule 7), a 
retiring allowance which qualifies for paragraph 60fj.l) 
transfer to a registered pension plan or registered retirement 
savings plan, or charitable donations designated to the 
beneficiary of a communal organization. Provide details in 
the footnote space. If more than one of these items is being 
designated to a beneficiary, prepare a separate 
T3 Supplementary for each item. 

Box 37 
Enter 4/3 times the amount of allowable capital losses from 
insurance segregated fund trusts. 

Box 38 
Enter the portion of the Part XII.2 tax credit that is 
designated to the beneficiary. See guide item, “Trust 
Schedule 10, Part XII.2 Tu.” 

Box 39 
Calculate and enter the federal dividend tax credit that 
is 13.33% of the taxable amount in box 32. 

Box 40 
Report the portion of the trust’s investment on which the 
beneficiary’s share of the investment tax credit is based. 
(Sec Trust Schedule 9. line 940 and Trust Schedule 11. 
line 1120). 

Box 41 
Report the beneficiary’s share of the investment tax credit 
designated. See the “Calculation of investment tax credit” 
area on Form T2038 (IND), and insert the applicable code 
in the footnote space under box 41. (Sec Trust Schedule 9. 
line 941 and Trust Schedule 11, line 1120) 

Box 42 
This box is available to report each beneficiary’s portion of 
the following credits designated. Enter the type and amount 
of: 

0 Manitoba manufacturing investment tax credit 
(Man. Mfg.) designated. (Trust Schedule 9, line 942). 
See guide item, “Trust Schedule 14, line 1415.” 
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. Saskatchewan livestock inveshnent tax credit (SLITC) 
designated. (Trust Schedule 9, line 943). Sec guide 
item, “Trust Schedule 14, lines 1430 to 1432.” 

0 Saskatchewan livestock facilities tax credit (SLFTC) 
designated. (Trust Schedule 9, line 944). Sec guide 
item, “Trust Schedule 14, lines 1430 to 1432.” 

*Additional instructions for boxes 21, 26 and 30. 

When more than one credit is designated to a beneficiary, 
prepare separate T3 Supplementaries for each credit. These 
three credits are the only credits you may include in 
box 42. 

Box 12 

1. If the amount in box 30 is less than the amount in 
box 21, or if less than the fol1 amount of the deemed 
taxable capital gain from box 26 is eligible for the 
capital gains deduction, advise the benefïciary ta 
recalculate Schedule 3 for purposes of the capital gains 
deduction, and to use the lesser amounts from box 30 
and box 26 to prepare Form T657 or Form T657A. 

Enter the beneficiary’s social insurance number (SIN) in 2. The trustee has to give the beneficiary additional 
this box. instructions if designating capital gains from: 

Box 14 
Space is provided on the T3 Supplementary for a trust 
account number. If the trust has been assigned an account 
number, enter it here. Otherwise, Ieave this box blank until 
we give you the number. 

0 qualified farm property - Boxes 21 and 30; 

. qualifïed anal1 business corporation shares - 
Boxes 21 and 30; 

Box 16 
Enter one of the following report codes in this box. This 
code Will help us to determine if this is the original 
T3 Supplementary issued to the beneficiary, or if it is an 
amendment ta the original. 

. eligible capital property-qualified farm property - 
Box 26; 

Enter If 

0 the original supplementary 
2 an amended supplementasy 
4 an additional supplementary 
5 this supplementary cancels the original slip 

If you use code 2, enter a11 the fïnancial data the same as 
you did on the original T3 Supplementary, except for the 
boxes that are b-eing changed. 

If you use code 5, please complete a.11 boxes on the 
cancelled T3 Supplementay exactly the same as on the 
original. 

0 eligible capital property-other - Box 26. 

Box 21 - Inform each beneficiary that if an (*) appears in 
box 21, that part of the amount in box 21 is a capital gain 
from the disposition of qualified small business corporation 
shares or qualified farm property. (The beneficiary reports 
the amounts on the Tl Schedule 3, line 513 or line 516, as 
applicable. The beneficiary Will report on Schedule 3, 
line 533, any amount from box 21 not reported on lines 513 
and 5 16.) 

If you issue a T3 Supplementary to replace the one lost by 
the beneficiary. you do not bave to send us a copy. Clearly 
print the Word “DUPLICATE” at the bottom of the 
replacement supplementary you give to the beneficiary, and 
enter code 0 in box 16. 

Box 26 - Inform each beneficiary that if an * appears in 
box 26, that part of the amount in box 26 is either a deemed 
taxable capital gain from “eligible capital property - other” 
to be reported on the Tl Schedule 3, lime 544; or a deemed 
taxable capital gain from “eligible capital property - 
qualifïed farm property,” to be reported on Schedule 3, 
Iine 543. (The beneficiary Will report on line 130 of the 
Tl retum, any amount not reported on Schedule 3, lines 543 
and 544.) 

If you use codes 2, 4 or 5, you must file an amended 
T3 Summary, T3 retum and Trust Schedule 9 reflecting the 
changes. Clearly print the Word “AMENDED” at the top of 
these amended forms. 

Box 18 
Enter one of the following beneiïciay codes to identify the 
type of beneficiary: 

Box 30 - Inform each beneficiary that if an * appears in 
box 30, that part of the amount in box 30 should be entered 
as a capital gain from the disposition of qualiiïed small 
business corporation shares or qualified fam property when 
recalculating Schedule 3 foi purposes of the capital gains 
deduction on Forms T657 or T657A (as in item 1, above). 

Enter If the beneficiary is 

Ï- an individual 
2 a joint account 
3 a corporation 
4 an association, a bust (fiduciay, trustez, nominee or 

est&), a club, or partnership 
5 govemment, govemment entreprise, or international 

organisation 

Distributing the T3 Supplementary form 

copy 1: Send ta us, with the T3 Summary, within 
90 days from the end of the trust’s taxation 
year. For addresses and more details on 
filing requirements, see “Basic information” 
at the front of this guide. 

Footnote space 

Copies 2 and 3: Send to the beneiïciary’s last known 
address within 90 days from the end of the 
trust? taxation year. 

If more than one box requires an explanation in the footnote 
space under boxes 41 and 42, prepare a separate statement copy 4: Keep with the trust records. 

and attach one copy of the statement to each copy of the 
T3 Supplementary. 
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Example - T3 Supplementary 

The trust has the following income and deductions: 

Dividends from taxable Canadian corporations 
Box 23 - Actual amount $ l,OOO.OO 

Box 32-Taxable amou”t.......................................,................................... 1,250.oo 

Box 39 - Federaldividendtax credit ,_._,._._.__._,_,.,.,_,.,.,,,,...._......._._._._,_,............. 166.61 

Capital gains 

Box 21 - Capital gains.. $ 10,000.00 

Box 30 - Capital gains eligible for deduction $ 9,OOO.OO 

Farmingkshing income 

Box 27 -Netamount.....................................,.,..,........................ . . . . . . . $ 2,500.oo 

Other income 

Interest income $ 2,ooo.oo 

Las: Carrying charges 200.00 $ 1,800.00 

Rentalincome (net).............................................................. 2,ooo.oo 

Upkeep,maintenance ,.,,,,,,.,.,.,.,,,,....._._._..,.,,,.,.,,,,........._....... 500.00 

Box 26 - Other income $ 4,300.OO $ 4,300.oo 

There is one resident beneficiary of the trust and ail income is to be allocated or designated to the beneficiary. 
Complete the T3 Supplementary form as follows: 
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Completing the T3 Summary form 
Identification 

Be sure that the information entered in this area is the same as that entered on the T3 Trust Income Tax Return and 
information Retum. 

Number of T3 Supplementaries issued 

Enter the total number of T3 Supplementaries that will be filed with the T3 Summary. 

T3 Supplementary totals 

The line numbers on this return are the same as the box numbers on the T3 Supplementary. Enter on each line the total of the 
amount reported in the corresponding box on the related T3 Supplementaries. 

Summary of footnote amounts 

The footnote amounts are amounts that are included in boxes 2 I, 26 or 30 on the T3 Supplementary which are identified by an 
asterisk (*) and explained in the footnote space on the T3 Supplementary. Total these footnote amounts and enter them in the 
appropriate space on the T3 Summary. 

Filing the T3 Summary form 

Send to us, with copy 1 of the related T3 Supplementaries, within 90 days from the end of the trust’s taxation year. For 
addresses and more information on filing requirements, sec “Basic information” at the front of this guide. Addresses are also 
listed on the back of the T3 Summary form. 

Keep a copy of the T3 Summary with the trust records. 

If you are fïling via magnetic media, yon must submit a completed T3 Summary with your tape(s) or diskette(s). 

Corrections, amendments and replacements 

If you use codes 2, 4 or 5 in box 16 on the T3 Supplementeries, you must file an amended T3 Summary with revised totals. If 
applicable, you must also file an amended T3 return and Trust Schedule 9. 

Clearly print the Word “AMENDED” at the top of the amendcd Summary, T3 return and Trust Schedule 9. 
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T3 Summary 

* To be completed if trust income was allocated / designated lo a resident beneficiary, including by 

preferred beneficiary election, in the year. 

- TO be liled within 90 days frOm the end OI the trwt’s taxation year. 

- Attach copy 1 of the T3 Supplementaries to this summary. 

41 

Capital Gains ............................................. 

Pension mnms ............................................ 

Actua, Amo”nt Of Di”i&“dS TCC ..................................... 

meign Business Incarne ......................................... 

F=oreign Non-B”Si”eSS Incorne ....................................... 

mer Incorne ............................................. 

Farming, Fishing Incmle ........................................ 

Summary of Other Amo~nts Designated lo Resident Seneficiaries, includlng by preferred beneficiary election 
Capital Gains Eligible ,orDed”clon ..................................... 

Eligible Pension Incorne ......................................... 

Taxable Amo”nt Of DiYidends TCC ..................................... 

Foreig” B”si”ess Income Tax Paid ..................................... 

63reign NO”.Business Inomle Ta* PM ................................... 

Dem Benefits ............................................ 

MISCELLANEOUS AMO”NTS IN BOX 36 
Pension Incorne Eligible ,or 60 (Il Transfer .................................. 

mtiring Allowance Eligible toi 60 0.1) Tramfer ................................ 

Charitable Donation~ ......................................... 

Insurance segrega,Fx F”“d Losses ..................................... 

Par,X11.2TanCre*it .......................................... 

Federal mdend Tax Credi, TCC ..................................... 

,““es,men,,or ITC ........................................... 

,nves,men,rax Credi,(,TC) ........................................ 

OTHERTAX CREDITS 
Manitoba Manufacturing In”eslment Tax C<di, ................................ 

~.sk~,~h@cm Li”es,ock ,““e*,rwmtTax chdil ................................ 

SaSkatChewa” LiYestock Facilitieç Tax Crdi, ................................. 

summary Of Footnote amounts 
BOX 2, - oualified Fmm Propmy. ....................... 

BOX 21 - Oualified ma,, B”si”es5 Corporation sla,es. ................ 

BOX 26 - Eligible Capital Property oualified hrn prapeny .............. 

i -- 

BOX 26 - Eligible Capital mpeny Other. .................... 

BOX 30 - o”alifie.3 Farm mperty. .............. : ........ 

80X 30 - oualilied sma,, B”si”ess Carparalion slares. ............... 

CERTIFICATION 
I hereby cenify that the information given in the T3 Summary and the related T3 Supplementaries is truc, correct and cor@& in every respect. 
Name 0, Aufhorized perron Position or me Sipnature Of autmrized person oate 
I I I I / I / I 

I I I I I 1 J’l 
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Appendix A 
Cost of additions of depreciable assets 

The following paragraphs caver some special rules that 
determine the COS~ of depreciable property to the trust, when 
the trust acquires the property by gift, inheritance or 
bequest. 

69(l), 73(l) 
If the property was acquired by inter vives gift, the cost is 
the fair market value of the property at the time it was 
acquired. An exception occurs if the propeny was acquired 
by a spouse trust, if at the time both the settlor and the trust 
were. resident in Canada. The spouse trust would use the 
undepreciated capital COS of the property to the settlor 
unless the settlor elects to do otherwise. 

70(G) 
If the property was acquired by bequest or inheritance, 
and the trust is a SDOUW trust, and the settlor was resident 
in Canada immediately before his or her death, and the trust 
was resident in Canada immediately after the property 
vested in the trust, the cost amount for each property 
acquired is the undepreciated capital cost of the property to 
the settlor immediately before death. 

706) 
If the property was acquired by bequest or inheritance, and 
the trust is not a spouse trust meeting the conditions 
described in the above paragraph, the cost of each property 
is an amonnt that is the average mean between the fair 
market value of the property at the time it was acquired, 
and the undepreciated capital cost of the property to the 
settlor immediately before death. 

7N9) 
If the property is Part XI farm assets acquired by bequest 
or inheritance which vested indefeasiblv in a resident 
Child of the settlor within 36 months if death, and where 
immediately before the death of the settlor the property was 
used in the business of farming by the settlor, spouse or a 
Child, the cost of each property acquired is the 
undepreciated capital cost of the property to the settlor 
immediately before death (unless the legal representative of 

the deceased elects otherwise). For more information, sec 
Interpretation Bulletin, IT-349R2, Intwgenerarional 
Tmnsfers of Faim Properfy on Deuth. 

If the property is Part XVII assets acquired by inter vives 
gift, bequest or inheritance, the cost is the fair market 
value of the property at the time it was acquired. 

73(3) 
If the property is depreciable farm assets of a prescribed 
class in Canada acauired bv inter vives !zift or sale for 
the transferor’s &Id whowas resident k Canada 
immediately before the transfer, the cost of each property 
acquired cannot: 

(a) exceed the greater of the fair market value of the 
property and the undepreciated capital COS~ of the 
property, immediately before the transfer, or 

(b) be las than the lesser of the two amounts described in 
(a) above. 

If the property is sold to the trust for an amount between 
the fair market value of the property and its undepreciated 
capital COS~, the COS Will be equal to the sale price. The 
proceeds of disposition to the transferor Will be equal to the 
cost of the property to the trust.“ For additional information, 
refer to Interpretation Bulletin, IT-268R3, Inter Vives 
Tmnsfer of Farm P~ope~ty to Child and its Special Release. 

Note 
If there is more than one property in a prescribed class, the 
undepreciated capital cost of a property is that portion of the 
undepreciated capital cost of the class that the fair market 
value of the particular property is to the fair market value of 
ail the property in the class. 

If the original capital cost of depreciable property to the 
transferor is greater than the cost at which the trust acquires 
the property, the trust is considered to bave acquired the 
property at its original capital cost, and to bave claimed the 
difference as capital cost allowance. 
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Appendix B 
Employment and employment-related income 

If a paso” dia while employed, there are. a number of 
entitlements that the employer may psy to the employee’s 
estate. These entitlements Will be paid after the employee’s 
death and in most cases the T4 or T4A information slip Will 
be made out to the estate of the employez. For taxation 
purposes, these payments fall into three groups: 

0 amounts to be reported on the final Tl return of the 
deceased; 

. amounts to be reporkd on the T3 return of the estate; 

l non-taxable amounts. 

1. Amo”nts to be reported on the final Tl return of 
the deceased 

These payments form part of the employee’s employment 
income for the taxation year in which the employee died, 
regardless of when they are paid. Report the payments on 
the final Tl retum of the deceased, even if a payment is 
received in a year after the year of death. The following 
table describes the payments and whether they qualify as a 
right or thing. Sec below for alternative possibilities for 
reporting a right or thing. 

I”f0 
Type of payment slip 

(a) Mary or wages T4, 
(including overtime) from Box 14 
the end of the last pay 
period to date of death. cg., 
last pay period: May 16-31; 
date of death: June 4; 
accrued period: June l-4; 
paid: June 19. 

(b) Salary or wages T4, 
(including overtime) for a Box 14 
pay period completed before 
the date of death but paid 
after death. e.g., 
pay period: lune l-15; 
date of death: June 16; 
paid: June 19. 

(c) Payment for accrued T4, 
vacation leave. Box 14 

(d) Retroactive adjustments T4, 
ta amounts in (a), (b), or (c) Box 14 
as a result of an agreement 
or promotion ivhere the 
authorizing instrument was 
signed before the date of 
death. 

Deceased Right 
final OF 

Tl return thing 

x 

x x 

x x 

x x 

2. Amo”nts to be reported on the T3 return of the 
estate 

Report the following payments on the T3 return of the 
estate for the year in which a payment is received. If a 

payment is received in a year after the year of death, report 
it on the T3 rctum for that subsequent year. 

Type of payment 
Estate 

I”f0 T3 
slip return - - 

(a) Salary or wages (including T4A, x 
adjustments) paid for the period after the Box 28 
date of death usually to the end of the 
month, or payment for the full month of 
death for which the employee was net 
receiving pay but was on authorized 
leave. 

(b) Severance pay received on account T4A, Y. 
of death (as this is a death benefit, an Box 28 
amount up to $10,000 may be 
non-taxable). 

(c) Future adjustments to severance pay T4A, x 
regardless of when the collective Box 28 
agreement was signed. 

(d) Refund of pension contributions T4A, x 
payable because of death. Box 18 

(e) Guaranteed minimum pension T4A, x 
payment (net a death benefit). Box 18 

(f) Deferred profit sharing plan payment. T4A, x 
Box 18 

3. Non-taxable amounts 

The following amounts are non-taxable: 

(a) Retroactive adjustments to amounts in I(a), (b), or (c) 
when the collective agreement or other authorizing 
instrument has been signed after the date of death. 

(b) Group term insurance such as the federal government’s 
supplementary death benefit. 

4. Alternative returns for reporting a right or thing 

Although a right or thing is normally reported on the 
deceased person’s final Tl return, under certain conditions, 
a right or rhing may be reported on another rcturn. The 
following table describes the conditions and the other 
returns on which a right or thing may be reported. 

Condition 

(a) Subsection 70(2) election 
within the required time limit. 

Deceased Beneficiary 
separate current 

Tl return Tl return 

x 

(b) Subsection 70(3) transfer 
within the time Emit for 
subsection 70(2) election, 
directly to a beneficiary. 

x 
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Related publications 

The following publications are available and may be 
obtained from your district office: 

Guides 
1991 
1991 

General Tax Guide 
Business and ProfessionaI Income Tax 
Guide (T4002) 

1991 Capital Gains Tax Guide (T4037) 
1991 Deceased Persans Income Tax Guide 

1991 
1991 
1991 

(T4011) 
Farming Income Tax Guide (T4003) 
Fishing Income Tax Guide (T400~ 
Guide to the Partnership Information 
Retum (T4068) 

1991 
1991 
1991 

Pension‘and RRSP Tax Guide (T4040) 
Rental Income Tax Guide (T4036) 
T5 Guide, Retum of Investment Income 
(T4015) 

Employas Guide to Payroll Deductions (T4001) 
Guide for Payas of Non-Resident Tax 
Guide to the Charity Information Retum 
Retirement Compensation Arrangement Guide (T4041) 
Valuation Day Prias of Publicly Traded Shaw 

Interwetation Bulletins 
IT-83a3 

IT-114 

IT-120R3 
IT- 132R2 

IT-179 
IT-201R 

IT-207R 
IT-212R3 

IT-217 

IT-217 SR 
IT-236R3 

IT-238R2 
IT-258R2 
IT-258R2 SR 
IT-260R 
IT-260R SR 
IT-268R3 

IT-268R3 SR 
IT-270R2 
IT-281R2 

IT-285R 

IT-285 SR 
IT-286R2 
IT-301 
IT-305R3 

IT-33lR 

Non-profit Organizations - Taxation of 
Income from Property 
Discounts, Premiums and Bonuses on Debt 
Obligations 
Principal Residence 
Capital Property Owned on December 3 1, 
1971 - Non-Arm’s Length Transactions 
Change of Fiscal Period 
Foreign Tax Credit - Trust and 
Beneficiaries 
“Tainted” Spouse Trusts 
Income of Deceased Persans - Rights or 
Things 
Capital Property Owned on December 3 1, 
1971 - Depreciable Property 
Special R&ase 
Reserves - Disposition of Capital 
Property 
Fees Paid to Investment Counsel 
Transfer of Property to a Spouse 
Special R&ase 
Transfer of Property to a Miner 
Special R&ase 
Inter Vives Transfer of Farm Property to 
Child 
Special R&ase 
Foreign Tax Credit 
Elections on Single Payments from â 
Deferred Profit Sharing Plan 
Capital Cost Allowance - General 
Comments 
Special R&ase 
Trusts - Amount Payable 
Death Benefits - Qualifying Payments 
Establishment of Testamentary Spouse 
Trust 
Investment Tax Credit 

IT-337R2 
IT-342R 
IT-349R2 

IT-366R 

IT-366 SR 
IT-369R 
IT-370 

IT-372R 

IT-372R SR 
IT-374 
IT-377R 
IT-381R 

IT-385R2 

IT-394R 
IT-396R 
IT-406R2 
IT-407R3 

IT-419 
IT-419 SR 
IT-446R 
IT-447 
IT-456R 

IT-465R 
IT-484R 
13.496 
IT-496 SR 
IT-500 

IT-502 

IT-502 SR 
IT-506 

IT-508 
IT-510 

IT-5 11 

IT-520 

IT-524 

Retiring Allowances 
Trusts - Income Payable to Beneficiaries 
Intergenerational Transfers of Farm 
Property on Death 
Principal Residence - Transfers to 
Spouse, Spouse Trust or Certain Other 
Individu& 
Special R&ase 
Attribution of Trust Income to Settlor 
Trusts - Capital Property Owned on 
December 3 1, 197 1 
Trusts - Flow Through of Taxable 
Dividends and Interest to a Beneficiary 
Special Release 
Meaning of “Settlor” 
Director’s, Executor’s and Juror’s Fees 
Trusts - Deduction of Amounts Paid or 
Payable to Beneficiaries and Flow-Through 
of Taxable Capital Gains to Beneficiaries 
Disposition of an Income Interest in a 
Trust 
Preferred Beneficiary Election 
Interest Income 
Tax Payable by an Inter Vives Trust 
Disposition after 1987 of Canadian 
Cultural Property 
Meaning of Arm’s Length 
Special R&ase 
Legacies 
Residence of a Trust or Estate 
Capital Property - Some Adjustments to 
Cost Base 
Non-Resident Beneficiaries of Trusts 
Business Investment Losses 
Non-Profit Organizations 
Special Release 
Registered Retirement Swings Plans 
(maturing after June 29, 1978) Death of 
Annuitant after June 29, 1978 
Employee Benefit Plans and Employez 
Trusts 
Special R&ase 
Foreign Taxes as a Deduction from 
Income 
Death Benefits - Calculation 
Transfers and Loans of Property made 
after May 22, 1985 to a Related Miner 
Interspousal Transfers and Loans of 
Property made after May 22, 1985 
Unused Foreign Tax Credits - 
Carryforward and Carryback 
Trusts - Flow Through of Taxable 
Dividends to a Beneficiary - After 1987 

Information Circulars 
73-13 Investment Clubs 
73-13 SR Special Release 
74.3R2 Supplementary Schedules for Calculating 

Capital Gains and Losses 
74-2 1 R Payments out of Pension and Deferred 

Profit Sharing Plans - ITAR 40 
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16.12R4 

16-12R4 SR 
71-1R3 
71.16R3 
18-4R3 
1%4R3 SR 
18-5R2 
7%lOR2 
7%14R2 

82.2R 

82-6 

85-5R 
89-4 
91-2 

Forms 
T3A 
T79 

T80 

T81 

Applicable Rate of Part XIII Tax on 
Amo”nts Paid or Credited to Persans in 
Treaty Countries 
Special R&ase 
Profit Sharing Plans 
Non-resident Income Tax 
Investment Tax Credit Rates 
Special R&ase 
Communal Organizations 
Books and Records Retention/Destmction 
Guidelines for Trust Companies and Other 
Paons Responsible for Filing T3R-IND 
and Other Retums 
Social Insurance Legislatio” as it Relates 
to the Preparation of Information Slips 
Requesting Clearance Certificates for 
Estates and Trusts 
Custom and Facsimile Tax Forms 
Tax Shelter Reporting 
List of Forms and Publications Available 
for Use by the Public 

Request for Loss Carry-back by a Trust 
Alberta Royalty Tax Rebate Calculation 
and Application (Individu&) 
Alberta Royalty Tax Credit Calculatio” 
and Application (Individu&) 
British Columbia Royalty and Deemed 
Income Rebate Calculation and 
Application 
Manitoba Manufacturing Investment Tax 
Credit 

T184 

T691A 

T2036 

T2038(IND) 
T2076 

T2084 

T2124 

T2209 
lx210 

T2211 

PD7AR-NR 
NR4B 
Supplementary 

NR4B 
Summary 
T3 
Supplementary 
T3 Summary 
T4A 
Supplementary 

Calculation of Capital Gains Refund for a 
Mut”a1 Fund Trust 
Minimum Tax Supplement - Multiple 
Jurisdictions 
Calculation of Provincial Foreign Tax 
Credit Credit 
Investment Tax Credit (Individu&) Investment Tax Credit (Individu&) 
Valuation Day Value Election for Capital Valuation Day Value Election for Capital 
Prorwties Owned on December 31. 197 1 Prorwties Owned on December 31. 197 1 
C&al Dispositions Supplementar~ 
Schedule Re: Bonds and Other Obligations 
Statement of Income and Expenses from a 
Business 
Calculation of Tax in Respect of Multiple 
Jurisdictions 
Calculatio” of Federal Foreign Tax Credit 
Verification of Policy Loan Interest by 
Insurer 
Calculation of Deemed Proceeds and 
Caoital Gain Deferral on Disuosition of 
Shares of a Small Business Corporation 
Non-resident Tax Remittance Form 

Statement of Amo”nts Paid or Credited to 
Non-residents of Canada 
Retum of Amo”nts Paid or Credited to 
Non-Residents of Canada 

Statement of Trust Income 

Statement of Pension, Retirement, Annuity 
and Other Income 
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index 

Topic Page 
Accountnumber ................................... 10 
Actual amount of dividends ...................... Il,24 
Additional federal foreign tax credit .................. 38 
Additional investment tax credit ..................... 38 
Adjusted cost base ................................. 19 
Alberta royalty tax rebat e. 41 
Allocations or designations .......................... 25 
Allocation or designation of lasses ................... 27 
Allowable business investment lasses ................ 13 
Annual gains limit .................................. 22 
Appendix A - Cost of additions of depreciable assets 48 
Appendix B - Employment and employment-related 

tncome .......................................... 49 
Assets acquired before 1972 ......................... 19 

Basic exemption - Minimum tax ................... 39 
Basic information .................................. 4 
Bad debt from eligible capital property ............... 21 
Benefits from trust, taxable .......................... 14 
Bonds ............................................. 20 
Books and records .................................. 7.22 
British Columbia royalty and deemed incarne rebate. .. 41 
Business incarne ................................... Il 
Business investment lasses (allowable) ............... 13 

Canadian cultural property .......................... 22 
Capital dispositions ................................. 19 
Capitalgains ....................................... 16 
Capital gains deduction ..................... 20,22,29,44 
Capital gains deduction for a spouse trust ......... 15.24 
Capital gains designated by a trust ta beneficiaries .... 28 
Capital gains eligible for deduction .................. 29 
Capital gains, eligible taxable ....................... 29 
Capital gains, net taxable ........................... 28 
Capital gains refund ................................ 16 
Capital properties, other ............................. 20 
Carrying charges ................................ 12,24 
Certification - page 4 ............................. 16 
Charitable donations ............................. 13.35 
Clearance certificates ............................... 7 
Communal organization ............................. 4,9 
Completing the T3 Summary and T3 Supplementary 

fanus ........................................... 42 
Camp&ing the NR4B Summary and NR4B 

Supplementary forms ............................. 34 
Credits-Lines85to89 ........................... 16 
Cumulative gains limit .............................. 22 
Cumulative net investment 10s~. ..................... 23 

Death benefits .................................. 12,30 
Deductions - Lines 21 ta 40 ....................... 12 
Deductions from total incarne, other ................. 13 
Deductions, related ta sources of incarne ............. 13 
Deductions ta arrive at taxable incarne, other ......... 15 
Deemed disposition - 21.year rule .................. 17 
Deemed taxable capital gains ........................ 21 
Designated beneficiary .............................. 32 
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