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Changes for 1992 

Changes to the return and schedules for 1992 

Signitïcant changes to tk return and schedules are given below. Most changes result from tax changes that the Minister of Finance 
announced, and they are highlighted in this guide under the hading “Pending legislation - From Notice of Ways and Means Motion 
tabled in the House of Gommons on June 19, 1992.” The proposed changes had net become law at the time of printing. However, we are 
getting ready fo apply them. 

Trust home Tax Return and Information Refurn 

Line 10, NISA Fund No. 2 - This is a new line to report payments received or deemed fo bave been received out of a farmer’s net 
income stabilization acwunt (NISA). 

Line 11, Deemed realizations - This line is to report income resulting from the 21.year deemed realization rule. These amounts will be 
calculated on the new Form T1055, Sumnwy of Deemed Realizations. We caver this topic at length in this guide. Sec page 22. 

Line 100, Refond code - By entering fhe applicable code, you Will tel1 us what to do with your retimd. 

Schedules 

Schedule 3 
Line 303, Non-qualifying real propefly - This new line adjusts the trust’s annual gains limit to exclude capital gains on real property, 
accrued afier February 1992, that do net qualify for the capital gains deduction. We bave provided a worksheet on the back of Schedule 3 
to help you calculate this amount. 

Line 323, Adjusted cumulative Ioss amount reported in previws years - Part B of this line adjusts the cumulative loss amount reported in 
previous years. It reduœs the net capital losses of other years, claimed in the years 1988 to 1991, by the taxable ponion of pre-1985 
reserves reported in the same year. We bave provided a chart in the guide at line 323 to help you calculate this adjustment. 

Schedule 4 
Investment expenses, lices 409 to 411 - New lines 409 fo 411 adjust investment expenses to calcul& the trust’s cumulative net investment 
loss (CNIL). Net capital losses of other years deducted in the year are added 10 the investment expenses of the year. These losses are added 
to the extent that the losses claimed exceed the taxable capital gains that are net eligible for the capital gains deduction (ix., reserves on 
dispositions before 1985, and all or a panion of non-qualifying real property.) 

Invesfment income, lines 427 fo 429 - New lines 427 fo 429 adjust investment income to calculate the trust’s CNIL, SO that taxable capital 
gains that are net eligible for the capital gains deduction (i.e., reserves on dispositions before 1985, and all or a portion of non-qualifying 
real propeny) cari be included. 

Schedule 5 
Line 510, Spousal frust’s taxable capital gains (losses) for the year - This new line ensures that the spousal frust’s capital gains deduction 
is net more than the capital gains for the trust for the year. 

Schedule 6 
Line 614,314 x non-qualifying real property - This ncw line provides an adjustment to exclude the afler-February 1992 portion of taxable capital 
gains, and allowable capital losses from real property, when alculating gains attributable to other property. 

Schedule 9 
Part A, line 910 - We added a line to this schedule to includc the amounfs reported on line 10 of the T3 return which are NISA Fund No. 2 
paymems that a testamenrary wust received while the beneficiary spouse vas alive. 

Part B, linc 927-l - Tbis new line would lx completed by a communal organisation to show the amount of income in box 27 that relates to 
a business, other rhan fxming and fishing. 

Schedule 11 
Line 1124, IndividuaI surtax - The general federal surtax is reduced to 4.5% for 1992. (Il is reduced to 3% for 1993, and subsequenf taxation 
years.) The rate of the additional wrtâx remains at 5%. 

T3 Supplementary 
Filing requirements - You do net bave to prepare a T3 Supplementary for a beneficiary if the total amount allocated in the year to that beneficiary 
is las than $100 and consists solely of interest income. This @icy Will net apply if the trustee is allocating a combination of interest income 
and any other type of income. For example, it Will nof apply if a trustee is allomting $40 interest incarne and $55 from any other source. 

Boxes 21 and 30 - If you complete box 2 1 (Capital gains), you also bave fo complete box 30 (Capital gains eligible for deduction). If the amount 
of capital gains eligible for deduction is zero, enter “0” in box 30. 

Other changes 

Testamentary Irust 164(6.1) election 
This new election allows a legal representative to file an amended Tl return 10 claim a loss from employmenf, if an employee stock option was 
exercised or disposed of (expired or lapsed) in the tint taxation year of the estate, at a value below the deemed employment benefit reported 
on the deceased taxpayes’s final rewrn. 

Fairness leglslstion 
New legislation, retroactive to the 1985 taxation year, allows us, in certain circumstances, to: 

l accept late, amended, or revoked elections (includes prefened beneficiary elections); 

l cancel, reduce, or waive interest and penalties; and 

l issue and apply refonds beyond the norrml three-year period (testamentary trusts only). 

Your district taxation office has three new information circula that provide guidelines for applying the fairness legislation. They are: 

l Information Circular 92-1, Guidefines for Accepting Late, Amended or Revoked Elections; 

l Information Circula 92-2, Guidelines for the Cancellarion and Waiver of Interesf and Penalties; and 

l Information Circular 92-3, Guid&es for Refmds Beyond the Normal Three Year Perjod. 



Table of Contents 

Page 

General Information ................................................................. 4 
Filing requirements ................................................................... 4 
Residence of trust .................................................................... 5 

Taxation year ........................................................................ 6 

Penalties and iderest .................................................................. 6 
Reassessments ........................................................................ 7 

Books and records .................................................................... 7 

Clearance certificate .................................................................. 7 
Privacy Act .......................................................................... 7 
Problem Resolution Program ........................................................... 7 
Improvingtheguide ................................................................... 7 
Types oftrusts ....................................................... ..i ............. 7 
Transfers and loans ofproperty ........................................................ 10 

Completingthe T3 Return ........................................................... 11 
Page 1 -Identification ............................................................... 11 
PageZ-Income-LinesltoZO.. ................................................... 11 

-Deductions - LinesZlto41 ................................................. 14 
- Taxable benefits - Lines 43 to 45 ............................................. 15 

Page 3 - Additional information required ............................................... 15 
Page 4 - Calculation of taxable income of trust - Lines 50 to 56 ........................... 16 

- Summary of tax and credits - Lines 81 to 91 ................................... 17 
- Certification area ........................................................... 18 

Trust Schedules .................................................................... 18 
Schedule 1 - Summary of Dispositions of Capital Property - Lines 101 to 122 .............. 18 

Form T1055, Summary of Deemed Realizations ............................. 22 
Schedule 2 - Calculation of Reserves on Dispositions of Capital Property - Lines 210 to 216 26 
Schedule 3 - Calculation ,of Trust’s Eligible Taxable Capital Gains - Lines 301 to 334 ....... 26 
Schedule 4 - Calculation of Cumulative Net Investment Loss - Lines 401 to 433 ............ 28 
Schedule 5 - Beneficiary Spouse Information and Calculation of Spousal Trust’s Capital Gains 

Deduction - Lines 501 to 525 .......................................... 28 
Schedule 6 - Calculation of Total Taxable Capital Gains Attribuable to Qualifïed Farm 

Property or Qualitïed Small Business Corporation Shares - Lines 610 to 615 29 
Schedule 7 - Statement of Pension Income Allocations and Designations .................... 29 
Schedule 8 - Statement of Investment Income and Calculation of Gro~s-up Amount of Dividends 

Retained by Trust - Lines 805 to 824 ................................... 29 
Schedule 9 - Summary of Income Allocations or Designations to Benefïciaries - 

Lines901to944 ..................................................... 31 
Schedule 10 - Calculation of Part XII.2 Tax and Part XIII Non-resident Withholding Tax - 

Lines 1OOlto 1031 ................................................... 38 
Completing the NR4B return ............................................. 40 
Distributing the NR4B return ............................................. 41 

Schedule 11 - Calculation of Federal Income Tax - Lines 1101 to 1130 ..................... 41 
Schedule 12 - Calculation of Minimum Tax - Lines 1201 to 1269 .......................... 45 
Schedules 13 and 14 - Provincial and Territorial Tax Payable .............................. 47 

T3 Supplementary and T3 Summary .................................................. 49 
Completing the T3 Supplementary form ................................................. 49 
Distributing the T3 Supplementary form ................................................. 52 
Completing the T3 Summary form ...................................................... 53 
Filing the T3 Summary form .......................................................... 53 

Appendix A - Cost of Additions of Depreciable Assets .................................. 55 

Appendix B - Employment and Empliyment-Related Income ............................ 56 

Related Publications ................................................................. 57 

Index .............................................................................. 59 

Contacting Us ..................................................................... 61 



4 

General Information 

This guide contains information to help you complete the 
1992 Form T3, Trust Income Tax Retum and Information 
Return (T3 retwn). The information is intended as a guide 
only and is not a substitute for the Zncome Tax Act and 
Regulations. The headings for most items contain 
references to relevant provisions of the Act and 
Regulations. 

Throughout the guide, we refer to other publications and 
guides that give more detailed information on different 
subjects. These publications are available at yow district 
office. When requesting a publication, always ask for the 
most recent version. If you need more help, please contact 
your taxation office. 

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 trust. 

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

l has tax payable; or 

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

l receives income, gains, or profits from the tmst 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 
benefïciary is over $100; or 

- 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 dies, or if the 
estate did not earn income before the proceeds were 
distributed. In this case, the trustee should give each 
benetïciary a statement showing his or her share of the 
estate. 

Other filing requirements 

*.A “related segregated fund trust” has to file a T3 return 
for its registered and non-registered funds. 

l A communal organization has to file a T3 return. Sec 
Information Circular 78-5, Communal Organizarions. 

l Employez ben& plans and employee trusts bave to file 
T3 returns 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 benetïciaries on T4A Supplementary forms 
rather than on T3 Supplementary forms. 

l 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 return if its gross or total 
income from property is more than $500. See the 
“Non-profit organization” section in this guide. 

Pending legislation - From Notice of Ways and 
Means Motion tabled in the House of Gommons on 
June 19, 1992 

An agricultural organization, board of trade, chamber of 
commerce, or non-profit organization, exempt ~from tax 
under paragraph 149(l)(e) or (1), Will bave to file 
Form T1044, Non-Profif Organizations (NPO) 
Information Retum, for a fiscal period,exiding 
after 1992, if: 

- the organization received dividends, inter&, rents, 
or royalties in excess of $10,000 in the period; 

- the total book value of its assets exceeded $200,000 
at the end of the preceding fiscal period; or 

- it was required to file form T1044 in a previous 
year. 

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

- registered retirement savings plan 

- amended registered retirement savings plan 

- registered retirement income fund 

- deferred profit sharing plan 

- revoked deferred profit sharing plan 

- registered pension fund or plan 

- supplementary unemployment benefit plan 

- registered investment 

For details, see Information Circular 78-14, Guidelines 
for Trust Companies and Other Persans Responsible for 
Filing T3R-IJVD, T3R-G, etc. 

l Pending Legislation - From Notice of Ways and 
Means Motion tahled in the House of Gommons on 
June 19, 1992 

A registered Canadian amateur athletic association acting 
as a trustee for an amateur athlete trust has to file an 
annual return on behalf of the amateur athlete trust. The 
proposed form is T1061, Canadian Amateur Atblete 
Trust Group Information Retum, or, if a payment is 
made to a non-resident athlete, T3ATH-IND, Amateur 
Athlete Trwr Informarion Reium and Iricome Tax 
Retum. A T3 Supplementary and Stiinmary is prepared 
for a resident athlete and an NR4B Supplementary and 
Summary is prepared for a non-resident athlete. 

l A Retirement Compensation Arrangement (RCA) has to 
file a T3-RCA, Part X1.3 Tax Retorn. For details, see 
the Reiiremeni Compensation Arrangement Guide. 

l A registered charity has to file a T3010, Registered 
Charity Information Retum and Public Information 
Retum. For details, see the Guide [o the Charhy 
Information Retum 

l A trustee or receiver appointed under the 
Bankruptcy Acr, who is acting on behalf of an individual, 
bas to file a Tl return rather than a T3 return. 

l An agent, nominee, or custodian not acting in a tïduciary 
capacity has to file a T5, Rerum of Investment Incarne 
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for payments of investment income, if acting on behalf of 
a resident of Canada. For details, see the T5 Guide 
Return of Investment home. 

What to file 

l T3, Trust home Tax Return and Information Return, 
related schedules, and statements (one copy) 

l T3 Summary and T3 Supplementary (one copy of each 
form) 

l NR4B Summary and NR4B Supplementary for “on- 
resident beneficiaries (sec guide item, “Trust 
Schedule 10”) 

l T4(T4A-NR) Summary and T4(T4A-NR) Supplementary 
for executor and trwtee fees (sec guide item, “Limes 22 
to 24, Trustee fees”) 

l T4A Summary and T4A Supplementary for beneficiaries 
of employee benefit plans and employez trusts. 

For more details on completing T4, T4A, and T4A-NR 
forms, sec Employer~’ Guide to Payroll Deductions. 
Note that these forms bave to be fïled by the last day of 
February following the calendar year in which the 
payment was made. 

Two copies of the T3, Trust home Tax Retum and 
Information Return and of each schedule are in the centre 
of this guide. You ca” obtain additional copies of the 
return, schedules, summaries and supplementaries (forms 
NR4B, T3, T4, T4A, and T4A-NR) from your district 
office. 

Since we update the forms each year, be sure to “se the 
most recent version available. The year appears on the top 
right corner of the form. For example, “T3 1992” 
identifies the 1992 version of the T3, Trust Income Ta 
Return and Information Return, and “Rev. 92” identifies 
the 1992 tr”st schedules. If you bave to file a retur” for 
the 1993 taxation year, and the 1993 return is not 
available, yo” ca” “se the 1992 version. If you are filing a 
return for a” earlier year (e.g., 1991), please complete the 
retur” and schedules designed for that year (T3 1991 and 
Rev. 91), 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 return falls on a 
Saturday, Sunday, or statutory holiday, we Will accept the 
return as tïled on time if it is delivered on, or the postmark 
on the envelope is for, the first working day following the 
required filing date. 

TO determine if a return is tïled on time, a return sent by 
first class mail or its equivalent (e.g., 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 “npaid taxes. 

Where to file 

The mailing address of the trustee, 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, and 
New Brunswick. 

Québec City, Sherbrooke, 
Rouyn-Noranda, Chicoutimi 
Rimouski, andTrois-Rivières 

Montrkal, St. Hubert, 
and Laval. 

Ottawa, Toronto, 
Mississauga, Scarborough, 
and North York. 

Al1 other areas of Ontario. 

Manitoba, 
Saskatchewan, and 
Alberta. 

Biitish Columbia. 

Should file with: 

Taxation Centre 
Freshwater Road/ 
Empire Avenue 
St. John’s, Newfoundland 
AlB 321 

Taxation Centre 
225 1, de la Centrale Boulevard 
Jonqui&re, Quebec 
GIS 5Jl 

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

Taxation Centre 
875, Heron Road 
Ottawa, Ontario 
KlA 1A2 

Taxation Centre 
1050, Notre Dame Avenue 
Sudbury, Ontario 
P3A 5C1 

Taxation Centre 
66, Stapon Road 
Winnipeg, Manitoba 
R3C 3M2 

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

If you bave a question about trusts resident in Canada, get in 
touch with your district office. Telephone numbers and 
addresses are listed at the back of this guide. 

Non-resident trusts 

If the trustee, executor, administrator, or other legal 
representative who manages the trust or controls trust assets 
lives outside Canada, the trust retwn should be mailed to: 

International Taxation Office 
875, Heron Road 
Ottawa, Ontario KIA 1A8 

If yo” bave a question about non-resident trusts, get in touch 
with the International Taxation Office. 

When calling from: 
The Ottawa area 952-8753 
Other Canadian locations l-800-267-5177 
Outside Canada 1-613-952-8753 

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 trmt is generally considered to reside where the 
trustee, executor, administrator, or other legal representative 
who manages the tr”st or controls the trut’s assets resides. 
For more information, obtain Interpretation Bulletin IT-447, 
Residence of a Trust or Estate. 
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Taxation year 
104(23), 150(l), 153(2), 248, 249, Regulation 204 

Testamentary trust 

A testamentary trust is a trust or estate that forms when a 
person dia. 

The taxation year of a testamentary trust may, but does not 
bave to, coincide with the calendar year. The tïrst taxation 
period of the tout begins on the day the person dies and 
ends at any time (as selected by the trustez) within the next 
12 months. The year-end Will determine the tax rates used 
and the tax year of the T3 supplementaries issued to the 
beneiïciaries. 

Once the year-end is established, it may not be changed 
without obtaining o”r approval. For more details, see 
Interpretation Bulletin IT-179, Change of Fiscal Period. 

A T3 retur” for a testamentary trust has to be filed, and 
the tax owing has to be paid to the Receiver General, 
within 90 days of the end of the trust’s established taxation 
yt%. 

There are several rasons why the trustes may tïnd it 
advantageous to choose a calendar year-end (December 31) 
for a testamentary trust: 

l Availability of forms - The curent year trust returns 
and related schedules are “sually not available until near 
the end of the calendar year (ix., the 1993 T3 returns 
and schedules will not be available until the end 
of 1993). A 1993 return due before the forms are 
available would bave to be filed on a 1992 form, which 
may “ot contain current-year changes or information. 

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

l Generally, it is casier to complete forms and to interpret 
rules when the taxation year falls within the calendar 
YGl,. 

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

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

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

Inter vives trust 

An inter vives trust is a trust other than a testamentary 
tr”St. 

The taxation year of a” inter vives tr”st must always 
coincide with the calendar year. 

A T3 retur” for an inter vives tr”st must be filed, and the 
balance of tax owing has to be paid to the Receiver 
General within 90 days of the end of the trust’s taxation 
yf3,. 

Final return 

If yo” are tïling a final return, be sure to enter the wind-up 
date in the appropriate area on page 1 of the T3 return. If 
a trust is wound up (discontinued) during a taxation year, 
the trustee may wish to file a fmal retur” 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 certificate may be issued in such 
circumstances, provided a11 requirements for a clearance 
certitïcate are satistïed. For more information on clearance 
certificates, see guide item “Clearance certificate.” 

Penalties and interest 

Late-filing penalties 162(1),(Z),(7) 

l For an income tax return, the penalty for “ot tïling by 
the required date is 5 % of the unpaid ta, plus 1% of 
the unpaid tax for each full month (to a maximum of 
12 months) that the return is late. This penalty Will apply 
when income is taxable in the test. 

The return is subject to a greater penalty if we issue a 
demand to file the return “rider subsection 150(Z), and 
we assessed 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 retur” is 
late. 

l For an information return, the penalty for not fïling by 
the required date is $25 a day, with a minimum penalty 
of $100, to a maximum of $2,500. This penalty applies 
when income is allocated or designated to beneficiaries. 
It applies to the late tïling of the retur”, and to the late 
distribution of supplementaries to the recipients. 

Persans who do not file an information retur” as required 
under the Incorne Tax Regulations may be guilty of a” 
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 such a 
fine and imprisomnent for a term of “p to 12 months. 

We may waive the late-tïling penalty if you file late 
because of circumstances beyond your control. If this 
occurs, include a letter with the retur” giving rasons. 

Interast 161, 164 

We charge interest at a prescribed rate on unpaid amounts, 
including interest and penalties, from the date the retur” 
was due to be filed until the date of payment. We 
compound interest daily. 
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TO case the processing of the clearance certificate, the 
responsible representative should ensure that a11 information 
and documentation (Will, trust document, etc.) requested on 
the form ha been sent to us. It is not necessary to 
resubmit documents that bave already been filed with us. If 
you are uncertain as to which documents bave been filed, 
attach a11 the necessary documentation with your request. 

Pending legislation - From Notice of Ways and Means. 
Motion tabled in the House of Gommons on 
June 19, 1992, applicable to returns filed after 1992., 

We Will pay compound daily interest on a tax refund ~’ 
starting on whichever date is latest: 

l the 46th day after the return is due 0, be, filed (136 days 
after the yearend of the trust); 

l the 46th day tier the retuin is’%led; pr 

l the date the overpayment took place. 

Reassessments 
152(3.1) 

After initial proxssing and assessment, we may Select 
some T3 returns for further review or audit. We may 
reassess a return of income 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 

l 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 time limit specifïed above to the taxation 
centre where the original return was filed. Be sure to 
include the account number of the trust on a11 
correspondence. For more details, see guide item 
“Contacting Us.” 

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

Books and records 
230, Regulation 5800 

Books and records necessary to verify the accuracy of the 
reported gross and net incarnes from business or property 
must be maintained for the period or periods provided by 
the home Tax Act and Regulations, or until we give 
written permission to dispose of such books and records. 
See Information Circula 78-10, Books and Records 
Retention/Destmctionn for details. 

Clearance certificate 
1 =Y2),(3) 
The home Ta Act requires 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 
liable for unpaid taxes, interest, and penalties. 

We canot issue a clearance catificate until a11 the required 
T3 returns bave been filed and assessed, and a11 taxes, 
interest, and penalties bave been paid or secured. After 
receiving the final Notice of Assessment and paying or 
securing any balances owing, the responsible representative 
should send Form TX19, Request for Clearance Certificate, 
to the Business Audit Section at the appropriate district 
office. Contact your district office ta obtain a copy of 
form TX19. 

Privacy Act 

The information you provide on the Trust home Tax 
Return and Information Return cari only be used for 
purposes provided under the home Tax Act. 

Problem Resolution Program 

We are continually looking at ways to make it casier for 
you to file your tax return and to resolve problems you 
may bave. 

We deal with the majority of your questions and concerns 
through our enquiries services. In other words, if you bave 
a problem, you should cal1 or write your district office or 
taxation centre. However, if your problem is not resolved 
to your satisfaction, you cari contact a Problem Resolution 
Program coordinator. 

TO contact the Problem Resolution Program coordinator at 
your district office or taxation centre, please see 
“Contacting Us” and the telephone numbers at the back of 
this guide. 

Improving the guide 

We review this guide each year. If you bave comments or 
suggestions that would help us improve the explanations it 
contains, we would like to hear from you. 

Please send your comments to: 

Tax Forms Directorate 
Revenue Canada 
875, Heron Road 
Ottawa, Ontario KlA OL8. 

Types of’ trusts 

Testamentary trust 108(l)(i), 248C9.1) 

A testamentary trust is a trust or estate that forms when a 
person dies. The terms of the trust are established by the 
Will, by law in the case of an intestacy, or by court order, 
(e.g., according to dependant’s relief legislation). 

A testamentary trust does not include: 

l a trust created by any person except a deceased 
individual; 

l a trust created after November 12, 1981, if before the 
end of the taxation year property was contributed to the 
trust, except as a result of a person’s death; 

l a trust created before November 13, 1981, if: 

- after June 28, 1982, property was contributed to the 
trust, except as a result of a person’s death; 

- before the end of the taxation year, the fair market 
value of a11 property the trust owned that was 
contributed by persons, except an individu=1 on death 
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and property substituted therefor, exceeds the fair 
market value of all property the trust owned that was 
contributed by the person on death and property 
substituted therefor. 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 trustee retains control of the assets rather than 
distributing them according to the Will, the tr”st may 
become an inter vives trust. If this is the case, the fiscal 
period of the tr”st must be changed to the calendar year, if 
the trust is not already filing on this basis. On the first 
return with a December 31 year-end, attach a note 
explaining the situation. In the year of change, thc fiscal 
period may be less than, but may net exceed, 12 months. 

Inter vives trust 108(i)(f) 

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

The paragraphs below explain other definitions and terms 
that we “se to further describe testamentary and inter vives 
trusts. 

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

A spousal tr”st may be either a testamentary tr”st or an 
inter vives tr”st created for a spouse by an individual “nder 
which: 

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

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

A further requirement is that at the time the pmperty is 
transferred to the trust, both the settlor (individuai who 
creates the trust) and the trust must be resident in Canada. 
In the case of the testamentary spousal tr”st, tbe settlor 
must be living in Canada immediately before death, while 
the trust must be resident in Canada immediately after the 
property vests in the trust. The trust may not qualify as a 
spousal trust if benetïts to the spouse change or cesse “pon 
remarriage. 

The term “tainted spousal trust” is commonly “sed to refer 
to a trust created in faveur of a spouse that does not meet 
the qualifications of a spousal tr”st. More details about 
spousal tr”sts are provided in Interpretation 
Bulletins IT-305, Establishment of Testamentary Spouse 
Trust, and IT-207, “Tainted” Spouse Trusts. 

Pending legislation - From Notice of Ways and Means 
Motion tabled in tbe House of Gommons on 
June ‘19, 1992, effective after Febrtiary 11, 1991 

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

A ~~-1972 spousal trust includes both a testamentary 
trust created before 1972, and an inter vives trust created 
before June 18, 1971, where only the beneficiary spouse: 

l was entitled to receive trust income 

l received ttwt income 

* had the “se of trust income 

These conditions caver the period that begins on the day 
the trust was created, and ends on whichever date is the 
earliest: 

l the day the beneficiary spouse dies 

l January 1, 1993 

l the day the definition is applied 

The trust Will not qualify as a ~~-1972 spousal trust if, 
during the period described above, a person other than the 
beneficiary spouse received or otherwise obtained the 
benefit of the trust income or capital. 

A post-1971 spousal trust includes both a testamentary 
trust created after 1971 and an inter vives ttut created 
after June 17, 1971, where the living beneficiary spouse is 
the only person entitled to receive or use the income or 
capital of the trust. 

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

Trust for a miner 104(18) 

If a miner benefïciary of a testamentary or inter vives trust 
has a vested interest in a tr”st, and that tr”st has 
accumulated income in a taxation year only because the 
bcneficiary is a miner, the income Will be considered to 
bave been payable ta the minor in the year, and it Will 
become taxable in the minor’s hands. For more details, see 
Interpretation Bulletin IT-286, Trusts - Amount Payable. 

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

A unit tr”st is an inter vives trust of which the interest of 
each benefïciary in the trust cari be described at any time 
by referring to units of the tr”st, and the tr”st satisfïes the 
other conditions of paragraph 108(2)(a) or (b) of the 
Incorne Tax Act. 

Mutual fund trust 132, Regulation 4801 

A mutual fund trust is a unit test that resides in Canada, 
and its only “ndertaking is the investing of its funds. Such 
a trust has to comply with the conditions prescribed “rider 
Income Tax R+$ation 4801. Form T184, Calculation of 
Capital Gains Refund for a Mut& Fund Trust is available 
from your district office to help yo” calculate the capital 
gains refund for mutual fund tr”sts. 

Communal organization 143 

An inter vives tr”st is considered to bave been existing on 
December 3 1, 1976, and continuously thereafter, when a 
congregation: 

l has members who live and work together; 

l dces not permit its members to own property in their 
own right: 

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

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

A communal organization must file a T3 return and pay tax 
as though it were an inter vives tr”st. However, it cari 



elect to allocate its income to the beneficiaries. Information 
Circular 78-5, Communal Organizations, deals with this 
subject in detail. 

Employee benefit plan 6(l)(g),‘lZ(l)(n.l), 32.1, 248(l) 

An employee benefit plan is an arrangement under which 
an employer makes contributions to fund benefits for 
employees or former employees. The employer may deduct 
contributions to the plan only when they are distributed to 
employees or to former employaes, or to their’legal heirs 
or representatives. At the same time, the recipient includes 
the amount received from the employez benefit plan in 
income. Amounts received by the employee or iieirs are. 
considered to be incorne from an office or employment. 
The amounts afe reported on a T4A Supplementary, not a 
T3 Supplementxy. 

When an employee benefit plan is a trust, the trust is taxed 
on its income under Part 1. Contributions to the plan are 
not included in the trust’s incorne when receiv&d, and they 
are not deducted from income when paid out. 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 incorne is paid 
to the employees or employer. TO be recognized as an 
income beneficiary, the employer mut bave unrestricted 
right, title, and use of the income allocated to the 
employer. A paynient that is conditional upon its repayment 
to the trust is not accepted as a bona fide payment. This 
income Will be taxed in the hands of the trust. 

The trust must file a T3 return 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 
(e.g., contributions, investment income) and disbursements 
of the plan. If, in a taxation year, only part of the 
investment income is paid out, we need a breakdown, by 
type (taxable capital gains, dividends from taxable 
Canadian corporations, and other) of the income remaining 
in the trust. For example, we need amounts pertaining to 
dividends from taxable Canadian corporations to calculate 
the dividend tax credit and minimum tax. For reconciliation 
purposes, the breakdown of the amounts paid could be 
show in the total column on Schedule 9, Part B (line 923) 
and on Schedule 8, line 822. 

Report payments out of or under an employee’s benetït 
plan on the T4A Supplementary form. For details, se?. 
Employers’ Guide for Payroll Déductions. 

For more information, see Interpretation Bulletin IT-502,’ 
Employa Ben& Plans and Employee Trusts, and its 
Special R&ase. 

When an employer makes contributions for an employee?s 
retirement, termination of employment, or for any 
substantial change in the services of an 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 alterexi, whichever date is earlier. Gnmdfathering 
provisions apply to plans that existed on October 8, 1986, 
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that allow employez benefit plan rules to apply, where 
aoolicable. to that uortion of olan fundine in place before 

IL ‘, . 

the RCA rules became effective. File a T3, Trust home 
Tax Return and Information Return for the employee 
benefit portion, and a T3-RCA Part X1.3 Ta Return for 
the RCA. See the Retirement Compensation Arrangement 
Guide for more details. 

A salary deferral arrangement is an arrangement under 
which a person 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 employez is taxed on 
any income earned by the salary deferral arrangement on 
the amount deferred in the year the income is earned. An 
agreement made in writing before February 26, 1986 
continues to be treated as an employee benefit plan when 
contributions are for services rendered: 

. before July 1986; or 

l after June 1986, if the employee is bound under contract 
to defer receiving that income. 

Mary deferral arrangements and their exclusions are 
described in subsection 248(l) of the home Tax Act. 

Segregated fund trust 138.1 

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

File a separate T3 return and fmancial statements for each 
segregated fund. 

Non-profit organization 122(l), 149(1)(l), 149(5), 149(12) 

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 generally be exempt 
from tax if no part of the income is payable to, or 
avaüable for, the persona1 benetït 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 return when its 
gross or total income from property such as interest 
incarne, rental income, or other investment income is more 
thah $500 for the calendar year. The trust may 
deduct $2,000 from its taxable income. Tax is payable by 
the trust upon its taxable income for each year using 
the 29% federal income tax rate that applies to inter vives 
trusw Further details on the taxation of these organizations 
are contained in Interpretation Bulletin IT-83, Non-profit 
Organi?ations - Taxation of Incorne from Property. 
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Pending legislation - From Notice of Ways and Mais 
Motion tabled in the House of Gommons on 
June 19,1992 

Transfers and loans of property 
74.1(l), 74.1(2), 74.2, 74.3, 74.5, 56(4.1) to (4.3), 
248(25) 

For fiscal periods ending after 1992,, the non-profit 
organization may also be required to file Form T1044, 
Non-Profit Organizations (NPO) Information Return. For 
more details, sec guide item “Other fïling requirements.” 

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

In general, an employee trust is an arrangement established 
after 1979, under which an employer makes payments to a 
trustee in trust for the sole benefit of the employees. The 
trustee has to elect to qualify the arrangement as an 
employez trust in the trust’s initial return of income, which 
mut be filed within 90 days of 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 trust statu, each 
year the trust mut 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 trust. 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 Allocations/ 
Designations to Beneficiaries, or an equivalent statement of 
allocation, and include it with the T3 return. See 
Interpretation Bulletin IT-502, Employez Benefit P/ans and 
Employee Trusts, and its Special R&ase for more details. 
See the Employer’s Guide for Payroll Deductions for T4A 
reporting requirements. 

Investment club 

If an investment club is a bona fide trust, a T3 return 
should be filed for the club. Normal trust rules Will apply. 

If the investment club is not a partnership, trust, or 
corporation it may elect to be treated as a partnership 
(referred to as a “modified pattnership”) to facilitate the 
determination and reporting of incarne for each member. 
For fiscal periods ending after December 31, 1990, an 
investment club which SO elects mut file Form T5013, 
Partnership Information Return. For details, see the Guide 
to the Partnership Information Return and Information 
Circular 73:13, Investment Clubs, and its related Special 
R&ase issued April 6, 1992. 

Persona1 trust 248(l) 

A persona1 trust cari be either: 

l a testamentary trust: or 

l an inter vives trust in which no benetïcial interest was 
acquired for consideration payable either to the trust, or 
to a person who contributed to the trust. 

The individuals and related individuals who create the trust 
may keep an interest in the trust without the trust losing its 
status as a persona1 ,trust. Any trust that does net meet the 
above definition is considered to be a “commercial trust.” 

If an individu=1 (the transferor) transfers or lends prooertv 
to a trust for the benefit of the transferor’s S~OUS~, ihe 
transferor, and not the trust while the transferor is alive 
and resident in Canada, may bave to report the income 
from the property and any taxable capital gain on the 
subsequent disposition of the property by the trust. 

When an individual transfers or lends property to a trust 
for the benefit of a beneficiary who is a related minor, the 
income from the property may be attributed to the 
transferor and taxed in the transferor’s hands while the 
transferor is alive and resident in Canada. A related miner 
for this purpose is a person under the age of 18 who is not 
dealing at arm’s length with the transferor (cg., a Child or 
descendant whether by blood relationship or adoption), or 
who is the niece or nephew of the transferor. The 
transferor does not bave to report the income of the trust if 
the beneficiary has, before the end of the year, turned 18, 
or if the income is taxed in the trust. 

The attribution rule does not apply if property is sold to 
the trust at fair market value. It also does not apply if 
loans bear a prescribed rate of interest, and the interest 
charged is paid not later than 30 days after the end of the 
taxation year. If this occurs, the income or loss from the 
property, and any taxable capital gains and allowable 
capital losses from the property would be income of the 
trust. In the case of loaned property, income is attributed 
to the transferor only if the property was lent to a trust for 
a spouse or related miner after May 22, 1985, or if the 
property was lent before May 23, 1985, and the loan is 
outstanding after 1987. 

For more details, see Interpretation Bulletins IT-258, 
Transfer of Property to a Spouse, and its Special 
R&ase, IT-260, Transfer of Property to a Miner, and its 
Special R&ase, IT-510, Transfers and Loans of Property 
Made Afier May 22, 1985 to a Related Miner, IT-511, 
Interspoosal Transfers and Loans of Property made after 
May 22, 198.5, and IT-286, Trusts - Amount Payable. 
Interpretation Bulletins IT-510 and IT-5 11 contai” sample 
calculations to determine the amount to be included in the 
transferor’s income. 

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

When an individual receives a low-interest or interest-free 
loan from (or becomes indebted ta) a trust to which 
property was transferred by another individual with whom 
the individual does not deal at arm’s length, the trust 
(lender) Will bave to report the income from that loaned 
property or any property substituted for it if the main 
reason for the loan is to reduce or avoid tax on the income 
from the property or substituted property. This rule also 
apphes to a loan made on an arm’s length commercial basis 
if the loan is used to repay the original low-interest or 
interest-free loan. 
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Completing the T3 Return 

Form T3, Trust Incorne Tax Return and Information 
Return, is a four-page form with related schedules on 
which the preparer: 

l completes the “Identification” area in full (page 1); 

l reports income and deductions to arrive at net income 
(page 2); 

l deducts trust income which is allocated and designated to 
its beneficiaries (page 2); 

l claims the deductions to arrive at taxable income 
(page 4); and 

l determines any tax payable (page 4). 

Page 1 
Identification 

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

l Complete a11 items on page 1 of the return. This 
information bas to be provided each year that a return is 
tïled. Failure to provide the necessary information may 
delay the assessment of the return. 

l Name of trust - Be sure to use the same name on ail 
returns and correspondence for the trust. 

l Account number - If an account number bas been 
assigned to the trust, enter it in this space. Include this 
number on a11 correspondence related to the trust. If this 
is the tïrst return filed, we Will issue an account number 
to the trust shortly after we receive the return. 

l Residence of trust and type of trust - We use the 
information regarding the residence of the trust and type 
of trust to determine the correct rate of tax. It is very 
important that you complete each item fully and 
correctly. 

l Date of deatb (testamentary trust) or date trust created 
(inter vives trust) - Please ensure that this information 
is provided on each return filed. 

l Non-profit organization - If the non-profit organization 
is incorporated, enter the corporation account number 
that we bave assigned. 

Question 1 

This question must be answered by all trusts (other, than 
mutual and segregated fund trusts). If the trust is one of a 
number of trusts created from contributions made by the 
same individu& submit a list showing the name and 
address of each trust, and the share of the basic exemption 
from minimum tax allocated to each trust within the curent 
taxation year (sec Schedule 12, lime 1226). This 1% must 
be signed by the legal representatives of each trust. 

Question 2 

The sale of an income or capital interest in a trust 
constitutes a change in ownership. For the purpose of this 
question, distributing estate property to benefïciaries is net’ 
considered to be a change in ownership. 

Question 6 

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

Question 7 

If the benefician spouse died and the trust meets any of 
the following conditions, answer “yes,” and report the 
date of death of the beneficiary spouse. 

Testamentary spousal trust was created: 

l before 1972, and the beneficiary spouse died after 
December 31, 1971, but before January 1, 1976 (or 
after 1992); or 

l after December 3 1, 197 1, 

Intervivos spousal trust was created: 

l before June 18, 1971, and the beneficiary spouse died 
after December 3 1, 197 1, but before May 26, 1976 (or 
after 1992); 

l before June 18, 1971, which did not meet the 
grandfathering provisions, and the beneficiary spouse 
died after May 25, 1976, but before 
February 12, 1991; or 

l after June 17, 1971. 

Question 8 

The terms of the Will, trust document, or court order 
determine the re+irement to allocate income. 

Question 9 

Sec guide item “Designated income to be taxed in trust” 
for more details. Designations under subsections 104(13.1) 
and 104(13.2) cari be made only at the time the T3 return 
is filed. After tbe return is filed, designations under 
subsections 104(13.1) and 104(13.2) cannot be made, 
withdrawn, or changed. 

Page 2 
Income 

Lines 01 to 20 

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

Calculate the taxable capital gains and allowable capital 
losses of the trust on 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 1992, nor allocated to the beneficiaries (except as 
described under guide item “Allocation or designation of 
losses”). The excess becomes a “net capital 10s~” 
for 1992, which cari be applied in other years against the 
amount of taxable capital gains clear of allowable capital 
losses of those years. Sec lines 51 and 52 for more 
information on losses. 
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Note that in the first taxation year of a testamentary trust, 
the legal representative may elect ta apply an excess of 
capital lasses over capital gains against incarne of the 
deceased on the incarne tax return (Tl) for the year of 
death. Sec guide item “Testamentary trust - 
164(6) election.” 

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

The amount ta Lx 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. 

Include any payment received after July 13, 1990 from a 
foreign retirement arrangement. (Foreign retirement 
arrangements are intended ta refer ta certain amounts 
received from Individual Retirement Accounts (IRAS), as 
outlined in subsections 408(a) and (b) of the United States 
Interna1 Revenue Code.) 

Lump-sum payments Income Tax Application Rules 
(ITAR) 40(l), (5), and (7) 

Certain lump-sum payments (accrued to 
December 31, 1971) received by a trust from a pension 
fund or a deferred profit sharing plan may, if the trust SO 
chooses, be taxed in the trust at a reduced rate. If incarne 
remains in the tTust, and ITAR 40 provisions Will be 
applied, do not include the amwnt on line 02. Instead, 
Write “ITAR 40” on line 02 and on Schedule 11, 
line 1109, and we Will calculate the tax adjustment for you. 
Information Circular 74.21, Payments out of Pension and 
Deferred Profit Sharing Plans - ITAR 40, and 
Interpretation Bulletin IT-281, Elections OB Sing/e 
Payments from a Deferred Profit Sharing Plan, deal with 
this subject in more detail. Include these lump-sum amounts 
on line 02 if the trust income is being allocated ta 
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 
Schedule 8, Part A, line 805. Attach any information slips 
received. 

Line 04 
Foreign investment income* 
Include on this line, a11 interest and other investment 
incarne from foreign sources. Report foreign incarne in 
Canadian’ funds. 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 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. 

Notes* 
Interest credited ta the trust’s account by a fïnancial 
institution is considered ta have been received by the trust. 

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

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

Enter net business incarne on Iine 06. If a trust is carrying 
on a business other than farming or tïshing, it has to use 
the accrual method ta determine its net business incarne. 
Attach a separate profit and loss statement (such as 
Form T2124, Statement of Income and Expenses from a 
Business) and a balance sheet for each business carried on 
by the trust. For more information, sec the Business and 
Professionai Income Tax Guide. 

Line 07 (net), line 97 (gross) 
Farming income 

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

A trust that has income from farming or fishing cari use 
either the cash or accrual method to determine incarne 
from these sources for the taxation year. Once a method is 
chose”, the same method must be used each year. Auch a 
statement of incarne and expenses to the return. The 
Farming Income Tax Guide and the Fishing Income Tax 
Guide contain Form T2042, Statement of Farming lncome 
and Expenses, and Form T2121, Statement of Fishing 
Income and Expenses, respectively, ta help you determine 
farming and fishing incarne. Farming and fishing incarne 
Main 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 incarne, paid or payable to a benerîciary, 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 gross rental incarne on line 99. In the case of a 
partnership, report the trust’s share of the net rental incarne 
on iine 09, and the total rental incarne of the partnership 
on Line 99. 

Attach a statement of real estate rentals (such as 
Form T776, Statement of Real Est&e Rentals) ta your 
retum. TO obtain a copy of this form, and for additional 
information, sec the Rental Incorne Tax Guide. 

If the trust acquired property by gift, bequest, or 
inheritance, and it is claiming capital cost allowance on 
form T776, see Appendix A in this guide fo! some special 
rules concerning the cost of the property ta ,the trust 
(“Cost of additions of depreciable assets”). 
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Line 11 
Deemed realizations 
104(4), (5h (5.2) 

On this line, report the trust’s income resulting from 
“21-year deemed realizations.” This amount is calculated 
on new Form T1055, Summary of Deemed Realizarions. 
For details, see guide item “Deemed realization 
(disposition) - 21.year rule.” 

Line 19 
Other income 

Under “Other income” report the total of any type of 
income received in the taxation year that is not itemized on 
the T3 return or trust schedules such as: 

l royalties; 

l commissions; 

l any death benefits under the Canada or Quebec Pension 
Plans; 

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

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

Line 10 
NISA Fund No. 2 
12(10.2), 104(5.1), 104(14.1), 104(6)(b) 

Pending legislation - From Notice of Ways and Means 
Motion tabled in tbe ~Hou~e of Gommons on’ 
Jane 19, 1992, effective for :1991 and subsequent 
taxation years 

NISA Fund No. 2 refus to the portion of a fart 
producer’s “et incorne stabilization account (NISA) that 
arose from third party sources $“Ch aS interest, bonuses, 
and goirernment contributions. ‘, : 

Amounts reported on this line are considered to be property 
income of the trust.’ The amounts include payments 
received, and amounts deemed to bave been received, by 
the trust out of its NISA Fund No. 2. 

A testamentary spousal trust, holchng a NISA Fund No. 2, 
transferred to it on the death of the settlor, Will repori a ” 
deemed payment, on the day the benetïciary spouse dies, 
equal to the fund’s balance’at th& end of the day of death. 
However, the test and the legal representative of the’ 
beneficiary spouse may elect to report a11 or a portion of 
this deemed payment on the beneficiary spouse’s final 
retur”, rather than on the trust’s retur”. See “Election 
under subsection 104(14. l),” below. 

On this line, the trust should report the amount, if any, by 
which “A” exceeds “B”, where: 

A = the amount paid in the year (or deemed to bave been 
paid, such as on the death of the, beneficiary 
spouse); and 

B = the amount, if any, by which: 

- the total of a11 amounts previously deemed to 
bave been paid ouf of the ftitid t6 the trust, or to 
the benefïciary spouse, or ait of another person’s 
fund on being transferred to the trust 

exceeds 

- the total of a11 amounts previously applied to 
reduce income out off the. fwd. 

Note that income reported on this litie,is taxable iii the ” 
trust. It cannot be included in the “Incorne 
allocations/designations to benefic~aries” on line 47,,except 
for amounts reported by a testamenta~ spousal trust ‘that 
relate to payments received ,while the benefïciary spouse 
was still alive. 

Election under subsection 104(14.1), 

If yo” wish to make this’ election before income tax : 
regulations are available’ describing the 1 ‘prescribed 
mannez,” you should submit the following information .with 
the T3 retur” on which the deemed disposition is, or would 
be, reported: ,,, 

l a statement makihg the election, si&ng the ambunt on 
which the election is made, signed by both the twtee ” 
and the legal representative of the beneficiary spouse’s ‘. : 
estate; 

l a statement, signed by the trust&, showing tbe ” 
computation of the NISA Fund No. 2 &nd of tlie amount ; 
being reported on each return (Tl and T3.) 

Death benefit 248(l) 

If the trust receives a” 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, the 
trust may be able to exclude up to $10,000 of the amount 
from income. Be sure to attach a copy of the 
T4A Supplementary, or a statement from the deceased 
person’s employer which identifies the payment as a death 
ben&. 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, Death Benefits - Qualifying Payments, 
and IT-508, Death Benefi& - Calculadon. Note that any 
amount of the death benefit excluded from the trwt’s 
income on line 19 Will reduce the amount of death benefit 
that may be designated to the beneficiaries. Sec Schedule 9, 
line 935. 

Registered retirement savings plans (RRSP) 

A trwt may be entitled to the income earned by a” 
unmatured RRSP after the death of the only or last 
annuitant. Normally, this income is show” on a T5 or 
T3 Supplementary issued to the est&. The trust would 
include this amount in “Other income” on line 19. Please 
note. that bene& that accrued to the date of death 
(normally show” on a T4RSP Supplementary) must be 
reported on a Tl ret”r”. For more information on taxable 
benefits from matured and unmatured RRSPs, see the 
Pension and RRSP Tax Guide and Interpretation 
Bulletin IT-500, Registered Retirement Swings Plans 
(maturing alier June 29, 1978) Death of an Annuitant after 
June 29, 1978. 
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Deductions 
Lines 21 to 41 

Line 21 
Carrying charges 
18(l)(a), 2OUNc), 20(l)(bb) 
On line 21, enter the total from 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 not include, as a carrying charge, brokerage fees 
incurred to purchase and sel1 securities. Brokerage fees are 
part of the cost of a security if they are incurred when 
purchasing the seçurity, or they cari be claimed as 
“Outlays and expenses” on Schedule 1, if they are 
incurred 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 not added to the adjusted cost bais of the 
policy. If a trust is claiming interest paid on a policy loan 
during the year, the insurer has to complete Form T2210, 
Verifkation of Policy Loan Interest by the Insurer, no later 
than 90 days after the trust’s year-end. 

Lines 22 to 24 
Trustee fees 
9(l), W)(bb) 
The trust crin deduct executor and trustee fees from its 
income if the fees are paid to a person for giving advice on 
purchasing or selling, or for administering or managing 
shares or securities. Also that p-rson’s principal business 
must either consist of giving advice ta others on how to 
purchase or sel1 shares or securities, or provide 
administration or management services for shares or 
secufities. For more details, see Interpretation 
Bulletin IT-238, Fees Paid to Investment Counsel. 

In addition to the above outlays, the trust cari deduct 
executor and trustee fees when computing its business or 
property income, provided the expense was incurred to 
gain or produce this income. Such fees cannot lx deducted 
again at this line. Trustee fees for looking after real 
property (e.g., residence) used by a life beneficiary of a 
testamentary trust are not fees incurred to earn business or 
property income, and may not 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 not act in this 
capacity in the normal course of business. Report the 
executor and trustee fees paid on a T4 Supplementary, if 
they amount to $500 or more. If the fees are paid to a non- 
resident of Canada for services performed in Canada, 
report them on a T4A-NR Supplementary. Be sure to 
report (on the T4 or T4A-NR) the total amount of fees 
paid). For more details, see the Employers’ Guide to 
Payroll Deductions, and Interpretation Bulletin IT-377, 
Director’s, Executor’s, and Jumr’s Fees. Note that T4 and 
T4A-NR forms bave to be filed by the last day of February 

following the caiendar year in which the payment was 
made. 

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

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

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

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

When determining the allowable portion that cari 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 a11 of its “Eligible taxable capital gains” 
(Schedule 3) to a beneiïciary of the trust, the trust’s 
business investment loss for the current year is reduced by 
the laser of: 

l the trust’s business investment loss for the year otherwise 
determined; and 

l the total of: 

- 2 times the eligible taxable capital gains amounts 
designated by the trust for the taxation years cnding 
in 1985, 1986, and 1987; 

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

- 413 times the eligible taxable capital gains arnounts 
designated by the trust for taxation years ending 
in 1990, and subsequent years; 

minus 

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

The current year reduction is then treated as a capital loss 
rather than as a business investment 10~s. Enter the amount 
of the reduction on Schedule 1, line 113. 

Three-quarters 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 loss on line 25. 

Any allowable business investment loss not deducted when 
computing income in the 1992 taxation year is included in 
the non-capital loss of the trust for that year, and cari be 
deducted when computing the taxable incomes of other 
taxation years. The non-capital loss for the 1992 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 Capital Gains Tax Guide and 
Interpretation Bulletin IT-484, Business Investment Losses. 
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Line 44 
Value of other benefits to recipients 
105(l) 

The value of other benetïts from a trust not otherwise 
included in a person’s income bave to be indicated on this 
line (e.g., amounts paid for the beneficiary’s persona1 or 
living expenses). These benefits bave to be included on the 
T3 Supplementary form and reported as income by the 
beneficiary. The benefits reported here cannot be deducted 
from the income 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 amounts entered on this line. 

Line 40 
Other deductions from total income 
9(i), 18(l)(a)and (b), 18(2), 18(l)(h), 2O(l)(v.l), 53 

Other deductions could include legal and accounting fees. 
Claim only those amonts that were spent to exn income 
of the trust. Do not claim outlays and expenses that pertain 
to the capital assets of the trust, or persona1 expenses of 
the benetïciaries or trustees. Funeral expenses or probate 
fees, for example, are not allowable deductions from 
income. 

Resource ,allowance ZO(l)(v.l). Regulation 1210, 1206(i) 

A trust that reports “resource profits” cari claim, on this 
line, a resource allowance of up to 25% of its resource 
profits (as determined’under Regulation 1204 and 1210). 
Generally, the resource profits of a trust would be earned 
as “production royalties, ” ix., 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 copj of 
your calculations as well as documentation, such as a 
T5 Supplementary or a statement from the payer, to verify 
that the incorne qualifies for the resource ,allowance. Since 
resource prqfits lose their identity when allocated to a 
benetïciary, a benetïciary cannot claim a r$source 
allowance on incarne allocated from a trust. 

Deductions bave to be related to sources of income 

Please note that expenses of a trust bave to be deducted 
before income cari be allocated to the beneficiaries. The 
expenses are applied directly to the incarne to which they 
relate. Those that relate to more than one source of iinxne 
should be apponioned to the applicable sources of trust 
income. Complete Schedule 9, Part A, to show how 
expenses apply against specific types Of income. 

Charitable domtic& 104(6), 116.1, 143(3.1) 

If the trust made charitable donations, see guide item 
“Schedule 11, line Il 12” to determine whether the 
donations can’be deducted as an allocation of trust income 
(on Schedule 9, line 926) or as a non-refundable tax credit 
on Schedule Il, line 1112. 

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 lxneficiary, the amounts paid by the trust 
bave to be included in that benefïciary’s income in the year 
they are paid, ix., reported on the benefïciary’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 the T3 return where you bave 
claimed the expenses. 

Line 47 
Total income allocationsldesignations to 
beneficiaries 

On line 47, enter the total amount of trust income allocated 
or designated to benetïciaries from Schedule 9, line 97.8. 
Complete Schedule 9 and Supplementary forms (T3, T4A, 
NR4B, if they apply) if an amount is entered hue. 

Line 49 
Gross-up amount of dividends retained by the 
trust 

Enter on line 49, the amount from Schedule 6, Part B, 
line 824. This amount reflects the gras-up of dividends 
retained by the trust. 

Page 3 
Additional information rkquired 

Please answer a11 questions and attach any necessary 
schedules or statements. 

Question 10 

If “yes,” see guide item “Preferred beneiïciary election.” 
This preferred benetïciary election has ta be made and filed 
with us within 90 days of the end of the trust’s taxation 
pr. 

Question 15 

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

* nane and address of the recipient or recipients; 

l description of assets transferred; 

0’ fair market value of the assets on the day they are 
transferred; and 

l cost amount of the assets on the day they are transferred. 

Questions 16 and 17 

If the answer is “yes” to either question, the election has 
to be filed to amend the deceased taxpayer’s TI return for 
the year of death. See guide items “Testamentary trust - 

164(6) election” and “Testamentary trust - 164(6.1) 
election” for more details. 
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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 10s 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 all sources in that year. The 
unused portion of a non-capital 10s cari be carried forward 
seven years and back three years. 

The amount to claim on line 51 on a current-year T3 return 
is the unused portion of a non-capital loss carried forward 
from a previous year. 

If the trust has an unused non-capital loss to carry back to 
a previous year, complete Form T3A, Request for Loss 
Carry-back by a Trust. 

When claiming a non-capital 10~s carried forward from a 
previous year, please enclose a continuity statement of any 
non-capital loss balances, grouping them as follows: 

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

l after 1985 (taxation years commencing in 1986 or later). 

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. 

Farming and fishing losses 

The trust ca” carry back 3 years and forward 10 years non- 
capital losses from farming and fishing. For more details 
on farming or fishing, obtain the Farming Income Ta 
Guide or the Fishing Income Tax Guide. Note that there 
are restrictions on the amount of certain farm losses that 
cari be claimed each year. 

The trust cari deduct non-capital losses of other years 
only if there is net income remaining in the trust after 
allocations and designations bave heen made to 
henefïciaries (line 48 on page 2 of the T3 return). 

Line 52 
Net capital losses of other years 
3, 38, 39, 11 I(j)(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 cari carry net capital losses back rhree 
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 guide item “Form T3A, Request 
for Loss Carry-Back by a Trust”), all or a portion of the 
net capital losses of other years that bave net been applied 
in a previous year cari be deducted in the 1992 taxation 
year as follows: 

l net capital lasses occurring before May 23, 1985: 

- from any net taxable capital gains realized in 
the 1992 taxation year; 

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

l net capital losses occurring after May 22, 1985: 

- from any net taxable capital gains realized in 
the 1992 taxation year. 

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

l one-half for taxation years and fiscal periods ending 
in 1987 and earlier; 

l to two-thirds for taxation years and fiscal periods ending 
in 1988 and 1989; and 

l to three-quarters for taxation years and fiscal periods 
ending in 1990 and subsequent years. 

If you are going to apply a net capital loss to a taxable 
capital gain in a year when the taxable capital gain has 
been calculated at a different rate, you bave to adjust the 
net capital 10s amount to match the inclusion rate of the 
year to which you are applying it. TO make this 
adjustment, use Area III of Form T3A, Request for Loss 
Carry-Back by a Trust. Note that you do net adjust 
the $2,000 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: 

. before May 23, 1985; 

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

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

l taxation years ending in 1988 and 1989; and 

l 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 Capital Gains Tax Guide for more details on “net 
capital losses of other years.” 

Listed personal property losses 

Losses on listed personal property (LPP) cari be applied 
only against an LPP gain. If the unued portion of an LPP 
10s from another year is applied against a current 
year LPP gain, make the claim on Schedule 1, line 108. 
Sec guide item “Listed persona1 property.” 

Form T3A, Request for Loss Carry-Back by a 

Trust 

Requests for a 10s carryback to a previous year bave to be 
made on or before the due date of the T3 return for the 
year in which the loss has occurred. TO make a request, 
use Form T3A, Request for Loss Carry-Back by a Trust. 
This form cari be tïled separately or attached to the 
current-year T3 return. 

If the losses are net fully absorbed by incomes of the 
previous years, keep a copy of the T3A form as a record 
of unused lasses for future years. AIways apply ihe oldest 
loss within a class of losses tïrst (e.g., 1986 non-capital 
losses should be applied before 1987 non-capital losses). 
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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 
Schedule Il, line Il01 (testamentary trusts) or line II07 
(inter vives trusts). 

If the amount on line 56 was calculated as zero, or less, 
enter zero (or the negative amount) on Schedule 12, 
lire 1221. Even if the amount on line 56 is zero, or Iess, 
the trust (other than a mutual or segregated fond trust) may 
bave minimum tax. Sec “Schedule 12, Calculation of 
Minimum Ta.” 

If all or a part of the previous year’s income was allocated 
to beneficiaries, a non-capital loss carryback cannot reduce 
the income allocated to beneficiaries. 

If part of the previous year’s income remained in the trust. 
a net capital loss carryback may reduce taxable capital 
gains designated to a beneficiary. The reduction to the 
beneficiary’s income cannot be more than the taxable 
capital gains designated. No reduction of the amounts 
previously designated cari be made if a preferred 
beneficiary election has been made for the net taxable 
capital gains, or if the trust document provides that ail of 
the income, including capital gains, has to be designated. 

For more details, see Interpretation Bulletins K-232, 
Non-Capital Losses, Restricted Farm Losses, Farm Losses 
and ,Limited Partnership Losses - Their Composition and 
Deductibility in Computing Taxable Income and IT-381, 
Trusts - Deduction of Amounts Paid or Payable to 
Benefïciaries and Flow-Through of Taxable Capital Gains 
f0 Benetïciaries. 

Line 53 
Capital gains cleduction for resicient spousal 
trust only 
110.6(12) 

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

Pending legislation - ~From Notice of Ways and Means 
Motion tabled in tbe Hou%e of Comnions’on ‘::‘:Y ” 
June 19, .1992 

,<,, ., 
,, 

This deduction Will also be ,availabIe to a pre-1972 spousal i 
trust reporting a deemed realization on January 1, 1993, or 
on the death of, the beneficiary épouse, .whichever is later. 
Howe~er, the deduction iS net available ~if,the trust Ii& 
filed a Form T1015, Election by the Trust to Defe? the 
Deemed Realization’Day. Sec guide item “Election~by â 
trust to defer the deemed realization day.” 

Line 54 
Other deductions to arrive at taxable income 

On line 54, you cari claim prier year losses such as limited 
partnership losses 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 
tax in Canada lxcause of a tax convention, you cari deduct 
the exempt amount on this line. If you are claiming more 
than one loss, or if a claim needs more explanation, attach 
a note to the T3 return giving the details. 

Summary of tax and credits 
Lines 81 to 91 

Line 85 
Payments on account of tax or tax paid by 
instalments 

In the dotted space on line 85, enter the account number 
show on your receipt, if the number on your receipt’is not 
the same as the one on page 1 of the return. 

Line 86 
Total tax deducted per information slips 

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

Line 89 
Capital gains refund 

This refund is available only to a mutual fund trust that has 
tax payable in respect of capital gains. Obtain form T184, 
Calculadon of Capital Gains Refund for a Mutual Fund 
Trust, from your district office. 

If the mutual fund trust is resident in Manitoba, 
Form T184 should be completed even if the only tax 
payable is the tax on net income, as the trust may still be 
eligible for a capital gains refund. 

Line 90 
Part XII.2 tax credit 

A trust would claim a Part XII.2 tax credit on this line if it 
is the benefïciary of another trust from which 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). 
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Line 100 
Refund code 

If the trust is entitled to a refund, enter one of the 
following codes in refund code box 100: 

l 0, if you want us to rcfund the overpayment; 

You could use code 2 if you want the year‘s overpayment 
applied to an expected debit assessment. Attach a letter to 
the return, providing details. 

Certification area 

l 1, if you want us to retain the overpayment for next 
year; or 

l 2, if you want us to hold the overpayment. 

Name of person or company (other than 
trusteelexecutorladministrator) that prepared 
this return 

We will apply an overpayment of taxes to any outstanding 
prwious year’s tax balance. We will direct any amount left 
over according to the code you enter. If you do not enter a 
code, we Will refund the overpayment 

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

If you enter code 1, we will retain the overpayment for 
next year, as well as any rcfund interest that has 
accumulated from the date of the assessment. 

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

Trust Schedules 

Schedule 1 
Summary of Dispositions of Capital 

Property 
Lines 101 to 122 

Capital gains 
3, 38, 39, 40 

Complete Schedule 1 and file it with the T3 rehwn if the 
trust had dispositions, or deemed dispositions, of capital 
property during the year. The amount from line 122 Will be 
entered on litre 01 of the T3 return. 

A deemed realization resulting from the 21-year deemed 
realization rule, Will be reported on the new Form T1055, 
Summary of Deemed Realizations, and not on Schedule 1. 
The amount from line 42 Will be entered on line I I of the 
T3 return. See guide item “Form TOl55, Summary of 
Deemed Realizations” for more details. 

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). 

The general rules to follow when reporting a capital gain 
or loss depend on the type of asset disposed of, or deemed 
to be disposed of. For more details on capital gains or 
losses, obtain the Capital Gains Tax Guide. You may also 
wish to obtain Information Circular 74-3, Supplementary 
Schedules for Calculating Capital Gains and Losses, which 
lists a number of other schedules that are available to help 
you calculate capital gains and losses. 

Testamentary trust - 164(6) election 
Regulation 1000 

In the first taxation year of a dexased taxpayer’s estate, 
the legal representative administering the estate cari elect to 
transfer certain estate losses ta the taxpayer’s Tl return for 

the year of death. Such losses mut bave occurred when 
the representative: 

l disposed of the estate’s capital property, resulting in an 
excess of capital losses over capital gains: or 

l disposed of ail the estate’s depreciable property in a 
prescribed class, resulting in a terminal loss in that class 
at the end of the taxation year. 

The elected amount of terminal loss canna be more than 
the trust’s combined non-capital loss and farm loss, 
computed before the representative made the election. The 
trust cannot claim losses that are transferred to the 
deceased under an election. Any portion of the losses not 
transferred are subject to the normal loss provisions 
available to the trust. 

Regulation 1000 describes the prescribed manner and 
prescribed time in which the election should be made. The 
legal representative mut file this election and an amended 
Tl return for the deceased taxpayer for the year of death 
by the later of: 

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

l the day the estate’s T3 return has to be filed for its first 
taxation year. 

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

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

Pending legislation -Froti Notice, of W@ ,and’Me$w 
Motion tabled in the House of Co&~ns 0, 
June 19, 1992 

‘1: 
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distributed to non-exempt beneficiaries during this period, 
the proceeds td the rrtist and cosi tc the, beneficiary Will be i 
the fair market Galiie Of th& property: (Sée “Election by a 
truit t0 defer the dëemed~realizatitiw iJa+’ in the guide.) 

Testamentary trust -, 1,64(6.1) election ., ,,:.+~: 
,I 

A similar election is also available for etiployee stock ’ ““” 
options which expired, :or were exercised or disposed~ of, !, 
within the first taxation year of, t,hc.estate resuiting in a ,,, 
gain,@ is belo? the deemed employment benefit repqrted 
on the ,decea&d ta@yer:s fi& ?et+;‘TI@‘legal ” 
representative may elect (0 tr&thïs reductioti iKGal:i & a 
loss from employment.for the year”in which :the.taxpayer 
died. This election .may be ,made for deaths after 
July 13, 1990. ‘:., :,, ,, :,:!i: ,.,. ,L:_ ‘5’ ,,Gi:. 

The: amount, th~,.the.degal.,representative may el& to .carry 
back to the deceased taxpayer’s’final r&uwis equal to the 
amount, if any, by which: ‘,:i +i. ,, .,~ 

(a) the deemed benefit for the option incltided ‘on ttie ” 
,deceasec! taxpayer’s ,final return; _,. . . : ,, 

tixceeds the total,-of ~“, 
/: ,, j;;: 

(b) the atpou&f any~,,:by.~:&ich &e’ value ,bf the &iqu, 
immediately before it, expire& ‘was exercised, or ,:, 
disposed of; <,, ,,, 

I 
exceeds the amount pald by the ,de&ed iax&$? to‘ 
acquire:the.option; and ‘, ,.. ,, .2,!. ..~,>~ 

(c) on&@& off the ariiouiit by which <.> exceeds (bj,:if’ 
a similar deduction was claimed on the dec&sed 
taxpayer’s final return. 

If the election is made, the adjusted cost base (ACB) of, the 
option to the trust has to be reduced by the amount of the, 
loss determined above, [(a) - (b)], without taking à into,,: 
consideration, ,’ 

The legal representative has to file this election and an : 
amended’T.1 return ,for the deceased taxpayer:ftir the. year 
of death ~by the.l&est of: 

l the last <ay ~the legal reptesentatlue 1s required; for: has ” ‘3 
elected;~ to’tïle a Tl return for the year’of death; >~,,‘: 

l the day the estate’s T3 return has to be filed for its first 
taxation year; and 

l March 19, 1992. 

Distribution of property to beneficiaries 
104(5.3), 107(2), 107(4), 

If a persona1 trust distributes property to a beneficiary (to 
settle in whole or in part the beneficiary’s capital interest 
in the trust) the trust is considered to receive pmceeds of 
disposition equal to the “cost amtiunt” of the prop&ty. If 
the property is depreciable property, the cost amount is its 
undepreciated capital cost. For other capital property, the 
cost amount is generally its adjusted cost base. Attach to 
the T3 return a statement giving particulars of a11 
dispositions to a benefïciary within the taxation year. 

Pending legi&tion -’ From Notice of Ways and Means 
Motion tabled in the H6bse ofComti6ns on : 
June 19, 1992, effective afti$ Feliruarj~ll, 1991 ;:.:,’ 

,. “::/ 
After January 1, .i993, ,if thk fht files’a $1015 ,&ectionl to 
postpona ,a deemed dispo%tion of. its,property, &&~i& ‘,y 
postponement only property distributed to :;exempt,. !~: 
benetïciaries” cari be rolled over at cost. ,If prqperty is ,, ;::’ 

If a post$971 spousal trust. distributes’~property (capital. :: 
property,‘resource property,. or, land,inventory):dur/ag,a :, i 
bcneficiary spouse’s lifetime other than. to & b+neficiary‘.~.; 
spouse, the trust is considered to receive proceeds,of,, ., 
disposition equal to the fair mark+ value of the prop-y. 
1” the case of depreciable propërty, :the-proC~eds;are i ‘:, ‘; i: i 

considered to be the mid-point between undepr&&~ !” 
capital, COS~ and,.fair market,value, (FMV),,:if. dispose,d:of : 
befowl993,, and, at FMV if disposad ,of:afterc 1992,. :. ,! 

Capital dispositions - Other terms 

Adjusted cost base 53, 54(a) 

Adjusted cosL base (ACB) is usually the cost of acquiring 
property plus or minus adjustments allowed under the 
Income 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. See Interpretation Bulletin IT-456, 
Capital Property - Some Adjustments to Cost Base, for 
more information. 

Outlays and expensss 40(l) 

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 expenses directly ‘related to the sale of the 
property. These outlays and expenses cari be applied to 
reduce a capital gain or increase a capital 10s~. In the case 
of depreciable property sold at a loss, these outlays and 
expenses reduce the proceeds from the sale to be credited 
to the class. They cannot 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 Valuation Day Prices of Publicly 
Traded Shares (available from your district office). 
Valuation Day for a11 other assets is December 31, 1971, 

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

* the actual cost 

l the Valuation Day Value 

l the proceeds of disposition 

(a) Median rule 
Income Tax Application Rules (ITAR) 24 and 26(3) 

The median of these three amounts is the amount that is 
neither the highest nor the lowest. ‘Ibis amount becomes 
the deemed cost, unless the property was depreciable 
property or an interest in a partnership. The capital gain or 
loss is computed on the deemed cost, unless the trustee 
chooses the ValuationDay Value election referred to 
below. When tw,o qr more of ,these three amounts are the 
same, that amount will be the median. 
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The 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 of 
disposition are less than the lesser of cost and the Valuation 
Day Value. 

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

The trustee cané elect to use the Valuation Day Value as the 
cost for a11 transactions rather than use the media” rule. 
Once this election is made, it Will apply to most assets 
owned at the end of 1971, regardless of the year when the 
capital disposition occurs. The election is made on 
Form T2076, Valuation Day Value Election for Capital 
Properties Owned on December 31, 1971, which is 
available from your district office. 

Line 101 
Qualified small business corporation shares 
110.6(i), 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 considexed to be a “qualified small 
business corporation share“ if: 

l at the time of disposition, the trust or a partnership 
related* to the trust owned the share; 

l throughout the 24 months before the disposition, only the 
trust, or a person or a partnership related* to the trust 
owned the share; and 

l throughout that part of the 24 months immediately before 
the disposition, while the trust, or person or partnership 
related to the trust, owned the share, 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 to it; 

- certain shares or debts of connected corporations; or 

- a combination of the above two categories. 

* For purposes of this definition, a person or a partnership 
is related to a persona1 trust: 

- if that person or partnership is a beneficiary of the 
trust; 

- if the trust is a member of the partnership; or 

- when the trust disposes of the shares, all the 
beneficiaries are related to the person from whom 
the trust acquired the shares. 

Line 102 
Qualified farm property 
110.6(l) 

A capital gain from the disposition of qualitïed 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: 

l a share of the capital stock of a family farm corporation; 

l an interest in a family farm partnership; or 

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

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

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

Line-s 101 and 102 

Capital gains reported on lines 101 and 102 qualify for the 
liigher capital gains deduction limit, when a spousal trust 
claims the deduction, or the capital gains are. designated to 
an individual beneficiary. More details are provided in this 
guide under Schedule 6, Schedole 9 - “Footnotes for 
box 21” and “Footnotes for box 26,” and under 
“Completing the T3 Supplementary form.” 

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

Other capital properties 
39 

Other capital properties such as shares, bonds, and real 
estate are neither “qualifïed small business corporation 
shares,” nor “qualified farm property.” Therefore, they 
do not qualify for the higher capital gains deduction when 
designated to an individual beneficiary or claimed by a 
spousal trust. These capital properties fa11 under the general 
description of “other capital property” on Schedules 1 to 6 
and the T3 Supplementary. 

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

Since bonds cari 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 
Other Obligations, and Interpretation Bulletin IT-114, 
Discounts, Premiums and Bonuses on Debt Obligations, are 
available to help you do the calculations. 

Line 105 
Fleal 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, 197 1, the gain is 
limited to 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 a11 the property of a particular 
class is disposed of. 



For more details about the disposition of depreciable 
property, obtain Interpretation Bulletin IT-217, Capital 
Property Owned on December 31, 1971 - Depreciable 
Property, and the related Special R&ase dated 
September 13, 1982. 

Pending legisl@ion - From Notice of Ways and Means 
Motion tàbled in thé House of Commowon .: .:, ;_ :~ ,,,,i :: 
June 19, 1992 ,_,~; .~ ,, ‘.. .: ,;, ~, :, ~,; 

Capital gains on certain real estate, (and other properties 
whose value cornes mostly fromréal &até);.ifdispos&d of 
after Februaryzl992; do net qualifyfor,the,capital gains;’ i 
deduction. Por,more~ details, see guide item “Line. 303,, : 
non-qu$ifying real property.” ,,~i~. ,~, 

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

“Personal-use property” of a trust includes property used 
primarily for the persona1 use or enjoyment of a 
beneficiary under the trust, or any person relatéd to the 
beneficiary. It includes property such as persona1 and 
household effects, automobiles, boats, persona1 residences, 
cottages, and antiques. If during the year the trust disposed 
of such an asset 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 $l,OOO,for any asset. If the adjusted cost base 
is less than $1,000, indicate 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 listed persona1 property). 

Principal h@d@nce ‘~ 
40(4),.54(g),:~lo7(2.01) 

~‘~’ : ‘: ,,i ~,i. !_: ! 

Pending legis@tiofi’+Fi%m Notice ofWays ati# M&i~~~’ 
Motion table’d in’the~ House’ of Con~tions! on ~’ ,:” 
June 19, 1992,àpplie6 fo’dikpositioiis ifid distribtitibh$’ ‘I 
occurring after 1990 

A principal residence that a personal~trust acquires Will,: ,: 
usually be exempt from tax on any gain realized ont its:-, .: 
disposition or deemcd disposition,after,l990. The gain ,y .,:;: 
may be exempt provided the residence qualifies and is 
designated by the trust as its pr,incipal.residence. Usuallya,; 
residence may be sp designated if,it is inhabited by a .,., 
“specified beneficiary,” or a spouse,,.f?rmer spquse, or ‘, ,, ,‘, 
Child of the specified beneficiary, and they bave not ,. 
designated other prgperty as a principal residence. :,, :;,, ,~, 

For this purpose, a “specified beneficiary” is a benefi&ry~ 
who had a beneficial interest in the trust and who 
ordinarily lived in the housitig titiit or who had a Spot&~.“’ 
former spouse, or Child who ordinarily, livcd in thehousitig: 
unit. 

The trust has to make the designation on Form T1079, 
Designation of a Property as a,Principal &sidence by,,a:. 
Persona1 Trust. Thisform has to be filed with the T3 
return for the year in ivhich the dispqsition Or de&mëd ,,~’ 
disposition occurs. 

:” 
‘,, ,, :,’ 

When a personal,trust’s princ/pal,residence is distributed,. 
to a beneficiary (to a spouse beneficiary if the persontil, ‘;. :,’ 
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trust is a spousal trust), the trust cari elect, in its tax return, 
for the ycar of distribution to be deemed to hawdisposed 
of thëprincipal residen& at fair market valué. The’trust ~ 
cari then apply the principal residence exe?ptiGn ,io any’ :, 
gain on the deemed disposition. The beneficiary wiil 
acquire theprdperty at,fair market value, This provision 
applies +distributions,occurring after May 9, 1985, in the 
case of a spousal trust, and after 1990 in the case.of other 
persona1 trusts. A transitional rule Will allow trusts (other. 
than spousal trusts) to make thé ele&n ;p to six months 
afte<‘rb$al assent, if the,distribution’too!?plac& after ‘1990 
and’otii’br”before royal assent. ,.,. 

For more information, see Form T1079, Designation of c1 
Property as a Principal Residence by a Persona1 Trust; 
Interpretation Bulletins IT-366, Principal Residence - 
Transfers tu Spouse, Spouse Trust or,Certain Other 
Individu&, and the related Special R&ase; and IT-120, 
Principal Residence. 

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

Listed persona1 property consists of: 

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

l jewellery; 

l rare folios, manuscripts, and books; 

l stamps; and 

l coins. 

Since a listed persona1 property is a type of personal-use 
property, the gain or loss on the sale of an item or set of 
items is calculated in the same manner as the gain or loss 
on personal-use property. The minimum amount for both 
proceeds and adjusted cost base is $1,000. If the trust has 
sold such an item or set for less than its adjusted cost base, 
the trust may be allowed a capital loss. The loss should be 
reported only if the adjusted cost base is more than $1,000. 
If the selling price is less than $1,000, indicate the 
proceeds of disposition aS $1,000. 

Losses on listed persona1 property cari be applied only 
against gains on other items of listed persona1 property. 
When these losses exceed these gains in a year, the excess 
cari be used to reduce net gains on listed persona1 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 cari be established 
for the unpaid amount. Generall$, the minimum amount of 
a capital gain to be reported each year is one fifth of the 
taxable capital gain. If a reserve was claimed in 1991, it 
has to be brought back into income in 1992. If ail of the 
proceeds are not due in 1992, a new reserve cari be 
claimed. If the trust is claiming a reserve, complete 
Schedule 2. For more details on reserves, sec the Capital 
Gains Tnx Guide and Interpretation Bulletin IT-236, 
Reserves - Dispositions of Capital Property. 
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Lines 120 and 121 
Eligible capital property - Deemed taxable 
capital gai& 
14(i), 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 tr”st has a bad debt arising from the disposition of 
eligible capital property, three quarters of that loss ca” be 
deducted as a” allowable capital loss on line 120 or 121 of 
Schedule 1. Alternatively, if the trust has “ever designated 
capital gains to beneficiaries, this deemed allowable capital 
loss ca” 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, see the Farming 
Incarne Tax Guide, the Fishing Income Tax Guide, or 
the Business and Professionai lncome Tax Guide. 

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

For information on dispositions of Canadian cultural 
property, see the Capital Gains Tax Guide and 
Interpretation Bulletin IT-407, Disposition afier 1987 of 
Canadian Cultural Property. 

Line 122 
Total taxable capital gains 
40(7 1 
The amount from line 122 should be entered on line 01, 
“Taxable capital gains,” on page 2 of the T3 mturn. (If 
yo” calculate a” allowable capital loss on Form T1055, 
Summary of Deemed Realizations, see that form for a 
possible adjustment to this line). 

Do not enter a loss amount on Iine 01. Capital losses, 
realized after May 22, 1985, cari be used only to offset 
capital gains in the current year. Any excess becomes a “et 
capital loss that ca” be applied against taxable capital gains 
in a previous or future year. A loss carryback to a previous 
year has to be requested on or before the due date of the 
T3 return for the year in which the loss occurs. 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 bave to be 
retained. For more details, see Information Circular 78-10, 
Books and Records Retention/Destruction. 

Form T1055, Summaty of Deemed 
Realizations 

Deemed realization (disposition) - 21-year rule 
104(4), (5), (5.1), (5.2) 

On specitïed dates, during the life of a trust, a trust is 
deemed to bave disposed of its capital property, land 
inventory, and Canadian and foreign resource pmperties. 
The trust is required to report the resulting incarne, gains, 

or losses in the taxation year in which the dispositions are 
considered to bave occurred. The dispositions Will be 
reported on form TlOS5 and the total amount from line 42 
Will be entered on line 11 of the T3 retur”. This form also 
provides for adjustments to Schedule 1, line 122 and 
Schedule 12, line 1203. You do “ot need to calculate and 
report a deemed realization if a property is actually 
disposed of before the end of the taxation year and the 
actual disposition is reported elswhere on this retur”. 

A trust is considered to bave: 

l disposed of these properties, at the end of the day on 
these specified dates, at fair market value; and 

l reacquired them, immediately thereafter, at a cost equal 
to the same fair market value. 

If the property is depreciable property of a prescribed class 
it is considered to be disposed of at the same specified date 
and time: 

l at a value that is the average between the fair market 
value, at the time of the deemed disposition of a11 the 
property in the class, and the “ndepreciated capital cost 
of the class to the trust, if the deemed disposition occurs 
before 1993; and 

l at fair market value (like other capital property),. if the 
deemed dispositon occurs after 1992. 

Note that in the case of depreciable property, you bave to 
report both capital gains and recapture of capital cost 
allowance. 

If on June 18, 1971, and continuously thereafter, capital 
property was owned by the trust or by another perso” from 
whom the trust subsequently acquired the property in a 
non-arm’s length transaction, sec the following 
Interpretation Bulletins for more information related to the 
deemed cost of the property: IT-370, Trusts - Capital 
Property Owned on December 31, 1971, and IT-132, 
Capital Property Owned on December 31, 1971 - Non- 
Arm ‘s Length Transactions. 

Pending legislation - From Notice of Wsys ahd Means 
Motion tabled in the House of Gommons on 
June 19, 1992, effective to 1991, and subsequent years 

In addition to the properties referred to above, if a 
post-1971 testamentary spousal trust holds a NISA Fund ” 
No. 2, transferred to it on the death of the settlor, the trust 
has to report a deemed payment out of the fund on the day 
the beneficiary spouse dies. Sec guide item “Line 10, 
NISA Fund No. 2” for more details. 

Pending legislation - From Notice of Ways and Means 
Motion tabled in the House of Gommons on 
June 19, 1992, effective after February 11, 1991, unless 
otherwise noted 

Deemed realizatio” day 104(4) 

The deemed realization day is the day the trust is 
considered to have disposed of its capital property, land 
inventory, and Canadian and fore@ resource properties. 
We bave provided the following table to help you 
determine the deemed realization day for your trust. 
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Deemed realiration day Description of trust 

Testamentary spoosal trust 
Trust was created before 1972, and the beneficiary spok died after 
December 31, 1971, but before January 1, 1976, ok after 1992. 

Trust was created ‘before 1972, and the benetïciary S&US~ died after 
December 31, 1975, ‘but before 1993. 

The day the beneficiary spouse dies. 

January 1, 1993. 

Trust was created alter ,December 31,, 1971, 

Inter vives spousal trust 

The day the beneficiary spouse dies. 

Trust was created before June, ,18, 1971, and the .beneficiary spouse died 
after December 31, 1971, but before May 26, 1976,.or after 1992.’ 

Trust was ‘created ‘before hine 18, 1971, which met the grandfathkrhig 
provisions’(S.S. 122(2), see guide, Line’1 lOl), ,and, the beneficiary 
spow died’after May 25, 1976, but before 1993. .’ 

Trust was created before Jane 18, 1971, which did Lot meet the 
grandfathering ,prov&ions, and thé beneficiary spouse,‘di&d after 
May 25, 1976, but bafore February 12,‘1991. 

Trust was created before June 18, 1971, which,did.not meet the ! 
grandfatherihg provisions, and the knetïciary~ spo+~ died after 

January 1, 1993., 

February 11, 1991, but before 1993. 

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

Other trusts 21 years after eithei jakary 1, 1972, 

,, or the day the trust was created, 
whichever date is later. 

The day the bewficïary sppuse dies. 

January 1, 1993. 

The day the beneficiary spouse dies., 

In 1992, a post-1971 spousal trust wiii b& required io 
report a deemed realization if the betieficiary spouse dies in 
the year. The deemed realization Will occur at the end 0f 
the day the beneficiary spouse dies. 

Generally, after 1992, the deemed realization days Cari be 
summarized as follows: 

l for a pie-1972 spousal trust on January 1, i993: 

- the day the beneficiary spouse dies, or 
January 1, 1993, whichever date is later. See note. 

l for a post-1971 spousal trust: ,,,, ,, 
- ,the day on which the ben&& sp&se dies. 

l for other trusts: 

- 21 years afier the trust was created or ‘~ 
January 1, 1993, whichever date is later. ” 

Subsequent deemed realizations Will occur every 21 years ‘: 
on the anniversary of the day established above. 

Note 
If the terms of a ~~-1972 spousal trust are changed, after 
February 11, 1991, and before 1993, SO that the ben&jary 
spouse is,no longer entitled to receive a11 the income of the 
trust, ,the deemed realization day Will ofcur on 
January 1, 1993 (net on the day the, beneficiary spouse 
dies) 

Sec “Types of trusts” in this guide for definitions 
of pre-1972 and post-1971 spousal trusts. ,, 

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

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

l an amateur athlete trust 

l an employez trust 

l a master trust 

l trusts governtxl by: 

- a deferred profit sharing plan 

- an employee benefit plan 

- an employees profit sharing plan 

- a foreign retirement arrangement 

- a registered education savings plan 

- a registered pension fund or plan 

- a registered retirement incarne tünd 

- a registered retirement savings plan 

- a registered supplementary unemployment benefit 
plan 

l a related segregated fund trust 

l an RCA trust 

l a trust whose direct beneficiaries are one of the above- 
mentioned trusts 

l a communal organization 

l a unit trust 
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Pending legislation - From Notice of Ways and Means 
Motion tabled in the House of Gommons on 
June 19, 1992, applicable to 1993, ‘and subsequent 
taxation years 

l a trust in which ali interests bave vested indefeasibly, 
and in which no interest cari become effective in the 
future. This exemption does ,not apply ta: 

- a post-1971 spousal trust; 

- a trust that has el+cted under subsection 104(5.3) 
(form T1015) ta defer the deemed realization day; or 

- a trust that elected, in its return for the fïrst taxation 
year endhig after 1992, that this provision not apply. 

This provision is relevant primarily for those commercial 
trusts that do not qualify as unit trusts. 

Pending Legislation - From Notice of Ways and Means 
Motion tahled in the House of Coqunons on 
June 19, 1992 

Capital gains deduction 110.6(12) 

A spousal trust may be able to reduce its taxable capital 
gain by claiming the unused portion of the beneficiary 
spouse’s capital gains deduction. This deduction is available 
ta a post-1971 spousal trust on the death of a beneficiary 
spouse. It is also available ta a ~~-1972 spousal trust 
reporting a deemed realization on the later of 
January 1, 1993, Andy the death of the beneficiary spouse, if 
the trust does not file. a T1015 election. The capital gains 
deduction is calculated on Schedule 5 and claimed on 
line 53 of the T3 return. 

Form T2223, Election, by a,iust ro Defer Payment of 

Tax 159(6.1) (7) 

For 1993, and &bs&$ent y&&, the trust cari elect ta pay 
the incarne tax arising from the deemed realization rule in 
up ta 10 annual instalments. Make the election on 
form T2223. File the form at the district office no later 
than the day the T3 return is due for the taxation year the 
deemed realization occurs. Interest at the prescribed rate. 
Will apply. TO make security arrangements, and fo,r more, 
details on this election ta defer payment of tax, contact the 
Collections Section of your district office, 

Form T1015, Election by a Trust to Defer the Deemed 

Reakafion Day 104(5.3) 

The trust cari elect ta postpone the deemed realization day 
if at least one living beneficiary of t,he,trust quslitïed as an 
“exempt beneficiary” on the deenied feaiization day that 
would otherwise occur. ‘, 

Make the election on”form T1015 arid file it within six 
months of the end ,of: the taxation year in which the deemed 
realization would otherwise occur. 

The effects of this election are: 

l The deemed realization day is postponed to the tïrst day 
of the first taxation year in which the trust dccs not bave 
an exempt beneficiary. This would be the first day of the 
tïrst taxation year.following the death of the last exempt 
beneficiary. 

l If, during the period described in the next sentence, trust 
property is distributed ta beneficiaries who are not 
exempt beneficiaries, the proceeds ta the trust and the 

cost ta the non-exempt beneficiaries Will be the fair 
market value of the property. This rule applies ta the 
period that begins on the day after the’day that ‘wotild 
bave been the deemed realization day and ends on the~ 
,newly determined deemed realization day. 

l If, during the period described immediately above, the 
property is transferred to another trust, the property Will 
be considered ta bave been disposed of for pro’&xds 
equal ta its fair market value. This rule does not apply if 
there is merely a change of trustees and if the transferee 
trust held no assets before the transfer. 

This election is not available ta a post-1971 spousal trust 
when the beneficiary spouse dies. It cari be used ‘ta 
postpone a subsequent deemed realization occurring gn the 
twenty-first anniversary of the benefïciary spouse::s death. 
It is available twice ta a ~~-1972 spousal .trw i once on 
the first deemed realization that occurs on the later of the 
day the beneiïciary spouse dies and January 1, 1993; and, 
again on the realization thai occurs 21 years later. 

This election is available once ta other trusts - on the first 
deemed realization, ihat occurs on the later of the day ‘that 
is 21 years after the trust was created, and 
January 1, 1993. 

Exempt beneficiary 104(5.4) (5.5) 

An exempt benetïciary is an individual who is alive and is 
a beneficiary of the trust. The individual has ta be: 

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

2. the grandparent, parent, brother, sister, Child, niece, or 
nephew of the designated contributor, or of the 
designated contributor’s spouse or former S~OUS~; or 

3. thcspouse or former spouse of a persan named iw”2” 
above. 

In addition ta the above requirements, if the trust was 
created after February 11, 1991, the béneficiary,, ,a~ a, 
brother or sister of the beneficiary, must bave been alive 
on the earlier of: 

l the date the trust wai created; and 

l the earliest creation date of any trust, transferriig capital 
property, land invedtory’, ‘or resource firopertiés wthe 
trust ta which special rules apply. Sec “Transfer of trust 
property 104(5.8)” below. 

TO determine if a beneficiary is an exempt beneficiary: 

l A benetïciary is generally a persan who has any~ 
contingent or absolute right under the trust. :. ; 

l No individual Will be regarded as an exempt benefïciary 
if a11 the interests of b&eficiaries depend @I the 
disc&on of a persan, and if that discretion could’be 
used to deiiy the individuals, or the childr.&n of deceased 
individuals, the enjoyment ‘of any benefit ‘in respect of 
their interetits. (This provision applies ta trtists created’or 
wied after Fébruary 11, 1991.) 

l An individual ,is considered not to be an exempt 
beneficiary if one of,the main purposes for,creating that 
person’s right under the trust was ta defer,thè’application 
of the 21.year deenied’réalizaiion rule. 
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- property attributable to profits, gains, or distributions 
‘1 : on the’above :properties; or 

,’ 
- any combmation of the above. 

Designated contributor 104(5.6) (5.7) 

A designated coniiibuior is: 

l for a spousal trust - the individual who created, & 
‘. 

: 
whose Will created, the trust; 

l for a non-spousal testamentary trust; as of ~the end of the, 
taxation year for which a Tl015 election is made - the 
person whose death created the trust; 

l for other trusts - a qualifying individual ‘who’ was a 
beneficiary uhder the trust, or was related to a 
beneficiary under the trust, and who is designated by the 
trust on the Tl015 election. 

An individual generally qualifies as a designated 
contributor of an inter vives trust, if at each time in the 
“relevant period” the total amount of property 
transferred or loaned before that time by the individual to 
the trust: 

- was greater than the total amount transferred or 
loaned before that time by each other individual who 
was born before the designated individu+, and was 
related to a trust bénefïciaty; and 

- was greater than, or equal to, the total amount 
transferred or loaried before that time by each other 
individual who was born afier the designated 
individual and was related to a trust beneficiaj. 

If no individual qualifies under the paragraph above, then 
the designated contributor may be the oldest individual 
who was related to the trust beneficiary, arid who ,:’ 
transferred or loaned property to the trust before the end 
of the relevant period. 

An individual also getierally qualifies as a designated 
contributor where throughout the relevant pericd the 
property of the trust consisted primarily of: 

- shares of the capital st&k of a corporation controlled 
(at the time the trust’ was created,,or fit the’&ginning 
of the relevant period) by the individu& or by the 
individual and one or more individu& bom after 
and. related to that individu& if no one individual: 
would atherwise control the corpor&n; “’ 

os’,..:, 
- shares of the cap& stock o& &&a&i wh&,,all 

or subst+tially êll bof ihe y+e Gomes, (ihrtiugh+$ 
the relevant peri0$) from pr&&y ‘@arisferied ,t? thé, 
corporation by the jfidividüa1, or by, the Individuil 
and ‘one or in+ pér~ohs b0rn afte? @d r&ted ‘W 
the ,i”divid”al; ‘. ,:,‘,~, ,. ,: 

- shares in a holding corporation, if a11 or s&tantially 
a11 of their value cornes from thkabove,,shares;:~““:~ 

- property substituted for the above shares; .< 

TO determine if an individual is a designated contributor: 

- “relevant period” refers to th6 period that begins 
one year after the day the trust was created and ends 
on the deemed realization day (if the election had not 
been filed); 

- two persans are cpnsidered to be related if one is the 
aunt, great-aunt, uncle,, ,pr’ @$&i&~&f &e 
other; and 

- an individual is considered net Rio be a ~de&griat@ 
contributor if one. of the main purposes of ti SerSof 
transactions or events was to $efqr,the application of 
the 21-year, deemed realization rule. This would 
include events such as the acquisition of property, 
borrowing by an individu& atid the individual’s:, 
appointmewas a~trust&of the i&t to allow the 
individual to be a designated contributor. ” 

Transfer of trust property 104(5.6) 

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

If one trust (transferor) transfers capital poperty, land 
inventory, 0T resource’p~operty’to ‘anoiher’ trust 
(transferee), the deemed realizatioh”date 6f the transferee 
trust ‘becornes the earliest of: 

l ,the transferor’s deemed realization date that occurs after 
the transfer, if the transfer had not been made; 

l the transferee’s deemed realization date that occurs after 
the transfer; 

l the day after the transfer, if the ttitisferee had filed a 
TlOli election, afid,:ihe:r&w, dis&+day h?s not TlOli election, afid,:ihe:r&w, dis&+day h?s not 
occurred. occurred. 

,;, ,;, 
l the day after the, ua?sf&‘if tlie tratisfer&iA~a ~spousal l the day after the, ua?sf&‘if tlie tratisfer&iA~a ~spousal 

trust and the benet%iarv soouse ii ‘still alive at the time trust and the benet%iarv soouse ii ‘still alive at the time 
of the transfer. 

. . 

This last rule Will &t apply when the transf& t?ok’ place: 

- on or before L+ember 20, 199!,, if either the 
transferor or transferee tr&i tias a &uS~1 tr&t; 

- “after December 20,,1991, if both thë,tr&sferor and 
transferee, are spousal trusts. 

,.C,i~~,, ,.. ,, 

The transferee trust cari file a T1015 election to,postpone 
th6~ &&éd r~aliz&i& ‘date unless~ttia trust had a $e<iour 
deemed realiiatioti, and has already’had’the opp&unity to 
makc_such an election. 
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The following chart provides a summary of the options that may be available to a trust regarding the deemed 
realizations under the 21-year rule (subject to the provisions of the Will or trust document). 

Options Post-1971 Pre-1972 
spousal trust spousal trust 
(1992, and (1993, and 
subsequent subsequeut 
years) years) 

Other trusts (and 
spousal trusts 21 
years after tlrst 
deemed disposition) 
(190, and 
suhsequent years) 

Incomeigainsllosses from the deekd 
disposiiions, taxed iri the trust 

Elect to defer tax (form T2223) (àpplicable 
to 1993, and subsequent years) 

Claim capital gains deduction, in year in 
which beneficiary spouse dies (Schedule 5) 

Allocateidesignate capital gains aod capital 
gains deduction (T3 Supplementary boxes 21 
and 30) 

Preferred benefïciary election 

Yes 

Yes 

Yes 

no 

no 

Yes 

yes 

Yes 

Yes 

no 

yes 

Yes 

no 

Yes 

yes 
(no, if trust previously 
made a Tl015 
election) 

Elect to defer deemed realization :day, if trust 
has an exempt beneficiary (form TlOl5) 

;yOes, 21 years 
after beneficiary 
spouse dies) 

Yes 
(twice) 

w 
(only on first deemed 
realization) 

Schedule 2 
Calculation of Reserves on 

Dispositions of Capital Property 
Lines 210 to 216 

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

l was claimed at the end of the previous year; or 

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

You need information from Schedule 2 to complete: 

Schedule 3 
Calculation of a Trust’s Eligible 

Taxable Capital Gains 
Lines 301 to 334 

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

Complete Schedule 3 if the trust is designating taxable 
capital gains to an individu4 beneficiary 
(T3 Supplementary, box 21) or if it is a spousal trust 
claiming a capital gains deduction on Schedule 5. 

Please note that if you complete this schedule, you must 
also complete. and submit Schedule 4, Calculath of 
Cumulative Net Investment LO~S. 

l Schedule 1 - TO calculate the reserve amount to include 
in, or exclude from, current-year capital gains; Lines 301 to 313 

Part 1. Trust’s annual gains limit for current 
l Schedules 3 and 6 - TO calculate capital gains eligible year 

for the capital gains deduction, by identifying reserves 110.6 <. " .^^. . 
mat appty to dlsposmons occurrmg **ter tYa4, ana mat 
apply to qualified farm property and qualified small 
business corporation shares; and 

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

l 1992 taxable and deemed taxable capital gains (excluding 
reserves on dispositions that occurred before 1985, and 

l Schedule 12 - TO calculate minimum tax, by segregating 
reserves relating to dispositions before 1986. 

a11 or a portion of the gains on non-qualifiying real 
allowable capital losses (excluding a11 
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The full amount of the taxable capital gains from the 
following real properties continues to qualify for the capital 
gains, deduction. These properties should net be included in 
the calculation on this line: 

l qualified farm prcperty; 

0. real property used principally in an active business 
carried on by certain personal trusts, a preferred 
beneficiary of a persona1 trust, or by the preferred 
beneficiary’s spouse, Child, or parent. The property must 
bave been SO used, either: 

or a portion of the losses on non-qualifiying real 
property): 

exceeds the total of: 
l net capital losses of other years claimed in 1992 

(generally reduced by reserves on dispositions that 
occurred before 1985, and ail or a portion of the gains 
and losses on non-qualifying real property), and 1992 
allowable business investment losses. 

Line 303 
Non-qualifying real property 

Pending legislation - From Ways and Means Motion 
tabled in the Hoitse of Gommons on June 19, 1992 

Generally, capital gains on real property that accrue after 
February 1992, do not qualify for the capital gains 
deduction. Gains that accrued tefore March 1992, Will 
continue to qualify.’ 

Therefore, if the trust disposed of, or was deemed to have 
disposed of, “non-qualifying real property” after 
February 1992, a calculation is required to determine the 
amount that should be excluded from capital gains and 
losses, to determine the trust’s taxable capital gains eligible 
for the capital gains deduction. 

Include in this calculation non-qualifying real property that 
is: 

l real estate; 

l any of the following properties whose fair mxket valu&’ 
was derived principally from real estate:‘a share ~Of a 
corporation; an intewt in a pattnership .x trust; or, an 
interest or an option in such real estate, sharea or 
interests. ,:. 

TO determine the non-qualifying amount, use the foimula:? 
CXlJ ‘~ ,’ 

F 

In this formula: 

C = gain or’loSs’ +portad,:in the, $a!,, from the dispos,&h 
or deerixd dispqstioti; 

D = number of full or part calendar months after : :: 
Februarv 1992, durinp. which the trust otined the ‘:’ : 

I - at all times while the trust owned it during the 
24-month period before the disposition; or 

- throughout all or substantially a11 of the time the trust 
owned it. 

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 1992 cumulative gains limit is: 

l the amount by which the total of the taxable and deemed 
taxable capital gains exceeded allowable capital losses in 
the years from 1985 to 1992 inclusive, from dispositions 
occurring in those years (excludes reserves on 
dispositions occurring before 1985, and a11 or a part of 
the non-qualifying real property gains and losses); 

exceeds 

l the total of: 

- allowable business investment losses claimed in 1985 
to 1992 inclusive; and 

- net capital losses of other years claimed in 1985 
to 1992 inclusive (to the extent that they exceed 
reserves on dispositions that occurred before 1985, 
for 1988 and subsequent years, and a11 or a portion 
of the gains and losses on non-qualifying real 
property for 1992 and subsequent years); and 

- allowable capital lasses deducted from other income 
in 1985 (not exceeding $2,000); and 

- cumulative net investment loss* at the end of 1992. 

propert& and I Not~e * 

E = number if full or part calendai’months aftel 1971, 
during which me trust owned the proieity. ,, ‘, 

Use Schedule 4 to calculate cumulative net investment 
loss at the end of 1992. 
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Line 323 ,~ 
Adjukted cuinulative’ loss hmount rep6rted in previous years I., i 

An adjustment Will be required on line 323 if the trust claimed net capital lasses of~other years in a taxation year’ 
after 1987, and before 1992, and, in tli& same year reported a pre-1985 reserve. The net ,capital lasses of other years, 
claimed in a year (fmm line 52) bave to be reduced by the taxable portion of the ~~-1985 reserve reported in theyear 
(from Schedule 5C, line 575 and Schedule 2, line 215). The following chart Will .help you calculate this adjustment.,’ i,~ 

1988 1989 gwcJ 1991 ,‘:, 

Net capital losses of other years ,’ 

claimed in the year, from line 52: (or 
for 1988 and 1989. from Schedule 58. ‘,,. ” 

line 536 and for 1690 and 1991, from., 
Schedule 3, line 307) $ $ 3’ $,~Y’ ‘,1,, 

Reserves related to capital dispositions 
before 1985, from Schedule 5C, 

.,,._, :,, 

,* ,, ,, 
line 575 (1988 and 1989) and 
Schedule 2, line 215 (1990 and 1991) $ $ ‘S’ $ 2”’ 

,, ,, 
Taxable portion of teserve 

l for 1988 and 1989, 2/3 of line 2 
l for 1990 and 1991, 3/4 of line ‘2’ $ $ 4 ‘2 ‘:i 

Lesser of lines 1 and 3 3 $ ” $ ,~,,$ ::’ ” 4’ 

Enter the total,of the III$ 4 amwms on S&d& 3., line B, preceding line 323. 

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

The eligible taxable capital gains amount determined here is 
the amount of the trust’s taxable capital gain that qualifies 
for the capital gains deduction in the hands of each 
beneficiary who is an individual (sec guide, “line 930”), 
or for a spousal trust claiming a capital gains deduction on 
Schedule 5. 

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

l the trust’s annual gains limit for the curent year; and 

l the trust’s cumulative gains limit at the end of the carrent 
year less the total amounts of eligible taxable capital 
gains designated in previous years (1985 to 1991 
inclusive). 

For more. information, see Interpretation Bulletin IT-381, 
Trusts - Deduction of Amounts Paid or Payable to 
Benetïciaries and Flow-Through of Taxable Capital Gains 
to Beneficiaries. 

Schedule 4 
Calculation of Cumulative Net 

Investment Loss 
Lines 401 to 433 

110.6 

Complete Schedule 4 if the trust is designating taxable 
capital gains to individual beneficiaries, or if it is a spousal 
trust claiming a capital gains deduction on Schedule 5. 
Complete this schedule even if the trust does not bave a 
cumulative net investment loss (CNIL) on line 433. 

The CNIL, calculated on line 433, reduces the trust’s 
cumulative gains limit (calculated on Schedule 3, Part II). 
This reduces the trust’s eligible taxable capital gain for the 
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 income for years ending after 1987. For 
purposes of the CNIL, investment income and expenses 
refer ta incarne and expenses related to property such as 
dividends, interest, and rental incarne. 

You should complete 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 lxnefïciaries. The total 
amount of the trust% investment expenses and incarne 
for 1988, and subsequent years, Will be needed to 
determine eligible taxable capital gains. The amount of 
eligible taxable capital gains is used ta determine the 
capital gains deduction of an individual benetïciary, or of a 
spoual trust in the year in which the beneficiary spouse 
dies. 

Schedule 5 
Beneficiary Spouse Information and 

Calculation of Spousal Trust’s Capital 
Gains Deduction 
Lines 501 to 525 

110.6(12) 

Complete the “Deceased spouse information” in Part A for 
a spousal trust in the taxation year during which the 
benetïciary spouse died and the trust is subject to the 
deemed realization rule. Sec guide item “Summary of 
Deemed Realizations.” 
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A spousal trust claiming the capital gains deduction Will 
use the information on this schedule to calculate the trust’s 
capital gains deduction on Schedule 5. 

Scheclule 7 
Statement of Pension Income 
Allocations and Designations 

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

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

1. Box 22 - You cari 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 savings 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 cannot exceed the lesser of the pension income 
reported by the trust on line 02 of the T3 return, and the 
income before allocations or designations on line 46 of the 
T3 return. 

Some of the pension income in boxes 22 and 26 may 
qualify for further designations. These are provided for in 
boxes 3 1 and 36. 

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

4. Box 36 - Report in box 36, the atiounts designated to 
a miner beneficiary that cari be used to acquire an 
annuity under paragraph 60(l). 

For the purpose of designating pension income to a 
beneficiary, a spouse includes a common-law spouse of the 
opposite sex who was living in a conjugal relationship with 
the deceased at the time of death, 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 sec the Pension and RRSP Tax 
Guide. 

Scheclule 8 
Statement of Investment Income and 
Calculation of Gros+up Amount of 

Dividends Retained by Trust 
Lines 805 to 824 

Complete Part B to determine the capital gains deduction of 
the spousal trust. If the beneficiary spouse died in 1991, 
use the “Rev. 91” version of Schedule 5. 

A post- 197 I spousal trust cari claim a capital gains 
deduction in the taxation year the benefïciary spouse dies. 
The deduction ca” be claimed 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 trust. 

Pending legislation - From Notice of Ways and Means 
Motion tabled in the House of Common< on 
Jane 19, 1992, 

.’ 
In 1993, and subsequeix taxation year&~‘&$~e-1972 spoüsal 
trust cari also claim this deduction when, reporting a, ~: : 
deemed realizatian ,on the later of January 1, 1993, and, the 
day the. beneficiary spouse dies. The, trust cari claim this : 
deduction if the tr,ustee does net ,fïle a T1015 election ‘~ 
deferring the deemed realization. See guide item, “&?çtion, 
by a trust to defer the deemed realization day.” 

Before completing this schedule, you must calculate: 

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

l the spouse’s unused lifetime capital gains deduction limit 
for the year the spouse died (calculated on form T657 
or T657A). 

Please attach a copy of the spoue’s form T657 or T657A 
ta the T3 return. 

Schedule 6 
Calculation of Total Taxable Capital 
Gains Attributable to Qualified Farm 
Property or Qualified Small Business 

Corporation Shares 
Lines 610 to 615 

104(21.2) 

If the trust disposed of qualifïed farm 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 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 on these properties. 

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

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

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

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

Line 805 
Actual amount of dividends from taxable 
Canadian corporations 
8W 1 

Attach a schedule listing the amount of taxable dividends 
received from taxable Canadian corporations from the form 
T3 Supplementary, box 23, and the form 
T5 Supplementary, box 10. This list should include actual 
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and deemed taxable dividends but should not include 
non-taxable dividends, as explained under line 815. Include 
all taxable dividends credited through banks, trust 
companies, brokers, etc. Deduct am~unts the trust paid in 
the year under a securities lending arrangement that are 
deemed by subsection 260(5) of the home Tax Act to 
bave been received by another person as taxable dividcnds. 

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

Line 808 
Foreign investment income 
Report invcstment incarne from sources outside Canada on 
this line, in Canadian dollars. TO convert foreign funds to 
Canadian dollars, use the foreign exchange rate in effect at 
the time the income was received. Report the full amount 
of the foreign income. Do not deduct tax withheld at 
source. 

Line 815 
Other investment income 
Some of the more cotnmon types of income to bc 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 ycar it is 
received. Interest credited ta the trust’s account by a 
financial institution is considered to bave been received by 
the trust. For more information on the method of reporting 
interest and other investment incarne, see thc General Tzu 
Guide and Interpretation Bulletin 13.396, Interest Incorne. 

Non-taxable dividends received by a trust 
‘33(1)x 83K4, 53(Z), 

An example of a non-taxable dividend occurs when a 
Cênadian private corporation pays a tax-free dividend out 
of its capital dividend account. If the trust receives a 
dividend of this type, the dividend is not includcd in its 
income. 

It should be noted that certain non-taxable dividends that 
the trust receives (other than dividends paid out of the 
capital dividend account) 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 10s~) on the 
subsequent disposition of the shares. 

If the trust is paying out non-taxable dividends to its 
beneficiaries, the trust should inform the bcncficiaries that 
the dividcnds are not to be included when computing thcir 
income. The trust must also file a statcmcnt with the 
T3 return containing the following information: 

l name of payer corporation; and 

l nümes of thc beneficiaries and the amount of non-taxable 
dividends that each beneficiüry reccives. 

Line 820 
Carrying charges 
Attach a list of the types and amounts of carrying charges 

claimed to the T3 return. If the trust is claiming interest 
expense, provide the’following details: name of lender, 
date and amount of loan, interest rate, terms of repayment, 
and balance of loan at the end of the taxation year. 

Carry& charges incurred on both Canadian and foreign 
investment income bave to be apportioned on a reasonable 
bais, and the calculation attached to the T3 return. 

Transfer the amount from line 820 (the total of lines 816 
ta 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 gros+up amount of 
dividends from taxable Canadian corporations included in 
line 805 above, and retained by the trust. The gross-up rate 
for dividends received in the 1992 taxation year is 25% of 
the dividcnds received. 

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(l) of the Act, deduct these 
dividends from the taxable dividcnds 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 dividends (after related 
expenses) designated to beneficiaries (the amount from 
Schedule 9, line 923). If dividends bave been allocated 
(included in the amount on line 926 of Schedule 9) but not 
designatcd to beneficiaries, do net deduct the allocated 
dividends. 

Line 824 
Gross-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% 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 
cxpenscs. 

Transfer the amount from linc 824 onto linc 49, page 2 of 
the T3 return, and onto line 1 Il 1, Schedule Il, or onto 
line 1217. Schedule 12, if applicable. Claim the carrying 
charges relating to dividends on line 819 of this schedule. 

For more information, see Interpretation Bulletin IT-524, 
Trusts - F/r>w Through of Taxable Dividends to a 
Benctïciary - After 1987. 
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inventory, and Canadian and foreign resource property 
are distributed to someone other than the beneficiary 
spouse, while the beneficiary spouse is alive. 

2. A post-1971 spousal trust cannot deduct proceeds 
realized from deemed dispositions of capital property, 
land inventory, and Canadian and foreign resource 
property that arose on the death of the beneficiary 
spouse. It also cannot deduct from its income the 
deemed payment from NISA Fund No. 2 that arose on 
the death of a beneficiary spouse. 

3. Trust income that came from payments out of 
NISA Fund No. 2 canot be deducted by any trust 
(except a testamentary spousal trust if received while 
the beneficiary spouse was alive). 

4. A trust that was a P”st-197 I testamentary spousal trust 
on December 20, 1991, or is a spousal trust created 
after December 2 1, 199 1, canna deduct amounts 
payable in a taxation year to anyone except the 
beneficiary spouse while the beneficiary spouse is 
alive. 

5. Certain inter vives trusts created since 1934, in which 
property (or property substituted therefor) that has not 
been absolutely vested, is subject to the discretionary 
power of the property contributor, and could revert to 
the contributor or pas to persans to be 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 whilc a resident of Canada. For 
more information, obtain Interpretation Bulletin IT-369, 
Attribution of Trust Income to Settlor. 

6. Allocation or designation of losses - Net capital 
lasses and non-capital losses cannot be allocated or 
designated to beneficiaries of a trust. 

There are two exceptions to this rule: 

- Losses of an insurei’s related segregated fund trust: 
Report these losses in box 31 on the beneficiary’s 
T3 Supplementary. 

- Losses of revocable trusts and from “blind trusts”: 
Report these losses in brackets in the appropriate 
box on a separate T3 Supplementary for the 
beneficiary. Clearly indice? the type of 10s on the 
T3 Supplementary in the footnote space. 

7. Designated incorne to be taxed in trust 
104(13.1), 104(13.2), 108(l)(i) - A trust cari choose 
ta 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 has to be 
resident in Canada throughout the year and not be 
exempt from tax. The choie of retaining income in the 
trust is called a designation under subsection 104(13.1). 
You make the choice by not deducting the amount 
designated, and by stating on the T3 return for the 
year that a designation is being made under 
subsection 104(13.I). The latter cari be done by ticking 
the “yes” box of Question 4 on page 1 of the return. 

Schedule 9 
Summary of Income Allotiations 
or Designations to Beneficiaries 

Lines 901 to 944 
Complete this schedule if the trust is allocating or 
designating income to beneficiaries. You Will also need to 
file a T3 Summary and T3 Supplementary forms. 

Allocations or designations 
104m (131, w, (201, (21)~ (271, (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 beneficiary’s income. “Allocation” refus 
to the flow-through of trust incarne to a beneficiary when 
the beneficiary is entitled to the income under the trust 
document, or when the trust income is included in the 
income of the beneficiary as a result of a preferred 
beneficiary election. 

We use the words “designated” and “designation” when 
we are applying some special provision of the 
lncome Tax Act. In all cases, amounts designated to a 
beneficiary retain their identity to allow the beneficiary to 
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 
Schedule 9, line 926, “Other incorne.‘: 

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

l net taxable capital gains 

l certain pension benefit? 

l dividends from taxable Canadian corporations 

l foreign business incarne 

l foreign non-business income and 

l farming and fishing income 

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

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

For moré details, sec Interpretation Bulletins IT-342, 
Trusts - Income Payable to Beneficiaries, and IT-524, 
Trusts - Flow Through of Taxable Dividends to a 
Beneficiary - Atkr 1987, and IT-381, T?usts - Deduction 
of Amounts Paid or Payable to BenetZarks and Flow- 
Through of Taxable Capital Gains to Benetïciaries. 

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

1. A post-1971 spousal trust cannot deduct deemed 
proceeds realized when capital property, land 
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This designation reduces a beneficiary’s income from 
the trust by a proportionate share of the income that 
was chose” to lx kept in the trust. The proportionate 
share formula used to calculate this reduction Will not 
allow one beneficiary’s share of income to 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 incarne to 
be kept in the trust,, a similar designation cari lx made 
under subsection 104(13.2). The beneficiary’s taxable 
capital gains is reduced by the beneficiary’s 
proportionate share of taxable capital gains retained in 
the trust. 

A trust may bave a non-capital loss carryforward from 
a previous taxation year and carrent year taxable 
capital gains. By using subsection 104(13.2) provisions, 
the trust cari chcose net to deduct the fnll amount to 
which it is entitled under subsection 104(6), thereby 
allowing the non-capital loss carryforward m absorb 
the curent 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 was acquired for no 
consideixtion, and the trust is a persona1 trust. 

If the trust is designaring, under subsections 104(13.1) 
or 104(13.2), any portion of the beneiïciary’s income 
to be retained in the trust, be sure to answer “yes” to 
Question 9 on page 1 of the T3 return. 

Attach a statement to the T3 return showing the 
income being designated, and the amounts designated 
for each benetïciary. 

A trust has to make the designation under 
subsections 104(13.1) and 104(13.2) when the 
T3 return is filed. After a retwn is FILED, a 
designation under subsections 104(13.1) 
and 104(13.2) cannot be made, changed, or 
withdrawn. 

Additional details are provided in Interpretation 
Bulletins IT-342, Trusrs - Incorne Payable fo 
Benefkiaries, and IT-38 1, 7’rust.v - Deduction of 
Amounts Paid or Payable fo Benetïciaries and Flow- 
Through of Taxable Capital Gains to Beneficiaries. 

The following formulas are used to calculate 
designations under subsections 104(13.l) 
and 104(13.2). 

(a) Subsection 104(13.1) 

Ax(C-D-E) 

B 

A = beneficiary’s share of trust incarne 
(calculated without reference to the 
lncome Ta Act). 

B = total of amount A for all beneficiaries. 

C = trust income (calculated us& incomc VBX 
rules) that would be reported by all 
beneficiaries bbfore making a designation 
under subsections 104(13.1) and 104(13.2) 

D = amount of trust income (calculated using 
income tax rules) that is left to be distributed 
to beneficiaries after making a designation 
under subsection 104(13.1), and for which a 
deduction is claimed. 

E = amount designated under 
subsection 104(13.2) for taxable capital gains 
to be retained in the trust. 

A 

B 
represents the income sharing ratio of a 
beneficiary. 

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

(b) Subsection 104(13.2) 

AxC 

Ë 

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

B = total of amount A for a11 beneficiaries. 

C = 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 otherwise be 
reported by the beneficiaries). 

Example 1 
A trust has net income of $8,000 that is shared equally 
between two beneficiaries, X and Y. The net income 
of $8,000, which was calculated by using trust rules, 
did not change when income tax rules were applied. 
The trustee and beneficiaries bave decided that it 
would be more bcneficial to tax the income in the trust 
than in the hands of X and Y. There are no capital 
gains. 

Thc amount designated under subsection 104(13.I) for 
beneficiary X, using the formula 

A X (C - D - E) is $4,000. 

B 

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

s x (8,000 - 0 - 0) = $4,000. 

$8,000 

The calculation for Y would be the same. 

Example 2 
Assume in Example 1 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. 

B 

A = $1.000; B = $2,000; C = $2,000. 

$1,ooo x 2,000 = %l,ooO. 

$2,000 

The calculation for Y would be the same. 
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(column 1), income paid or payable to non-resident 
beneficiaries (column II), and income accumulating in the 
trust which both the trustez and a resident “preferred 
benetïciary” bave jointly elected to tax in the hands of the 
preferred beneficiary (column III). Sec the appropriate 
column heading in this guide for more details, especially 
column III, regarding the “preferred beneficiary election.” 
Amounts allocated or designated on lines 921 to 927 to a 
beneficiary are excluded from the trust’s income, and 
included in the beneficiary’s income. These income 
amounts are indicated in boxes 21 to 27 on the 
T3 Supplementary. 

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 

1/2 x 1,000 = $500 each for X and Y 

The total designations would be: 

Benefïciary X Beneficiary Y Total 
Subsection 

104(13.1) $3 500 $ 500 $1,000 
Subsection 

104(13.2) $1,ooo $1,ooo $2,ooo 

Reported in 
the trust $1,500 $1,500 $3,000 

Reported by 
beneficiaries e $2,500 $s,ooo 

Total income $4,ooo $4,ooo $s,ooo 

Expenses deducted on line 41 bave to be applied against 
specific types of income before incarne cari be allocated or 
designated to benetïciaries. Exprnses that relate to more 
than one source of income bave to be apportioned to the 
applicable sources of income of the trust. When ail the 
income is allocated or designated to henetïciaries, we Will 
allow an alternative apportionment of expenses, for 
example, to provide the maximum flow-through to a 
benetïciary of the dividend tax credit. For more 
information and the conditions for accepting this alternative 
apportionment of expenses, sec Interpretation 
Bulletin IT-524, Trusts - Slow-Through of Taxable 
Dividends to a Benetïciary - After 1987. 

Pending legislation - From Notice of Ways and.&ieank 
Motion tabled, in~the House of’Cdinmons on’ ‘. 
June 19, 1992, effective for 1991, and subse@ent “. 5 
taxation years ‘. y,,:.” ‘,: 

If income from NISA Fund No. 2 is ,rt?ported oi~ line : loi ,: 
include on line 910 only the amount. that relates to a&i:‘:: 
payments made twthe’trust while the beneficiaw spouse :.‘, 
was alive. A11 other,NISA, Fund No; 2 amounts:are taxable, 
in the trust. 

The allocation or designation of income to beneficiaries 
includes income paid or payable to resident betificiaries 

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

This column allocates or designates the different types of 
income paid or payable to resident beneficiaries, and any 
taxable benefits to be allocated or designated to 
beneficiaries. If the income is “allocated,” but no amounts 
are “designated,” the allocated amount should be entered 
on line 926 (and in box 26 of the T3 Supplementary). If 
the incarne is being designated, the amounts cari be entered 
on lines 921 to 925, and line 927 (and in boxes 21 to 25, 
and box 27). In addition, use lines 930 to 944 in Part C 
(and boxes 30 to 42), if applicable. 

For more details sec Interpretation Bulletins IT-286, 
Trusts - Amounts Payable, and IT-342, Trusts - Income 
Payable to Beneficiaries. 

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

This column allocates the income paid or payable to non- 
resident beneficiaries. The different types of income retain 
their identity on this schedule in order to identify the 
source of the income kept in the trust. Income such as 
taxable capital gains (unless the trust is a mutual fund trust) 
and taxable dividends from taxable Canadian corporations 
cannot be designated. Therefore, the different types of 
income lose their identity when allccated to the non- 
resident benefïciaries. The total of the amounts in 
column II should be reported as “Estate or trust income” 
on the NR4B Supplementary form, not on the 
T3 Supplementary form. 

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

The trust may also be subject to Part XII.2 ta, if it is 
distributing income to non-resident benefïciaries. For 
information on Part XII.2 tax, sec guide item 
“Schedule 10, Part A, Calculation of Part XII.2 ta.” 
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By preferred beneficiary election - Resident 
beneficiaries 
Column III, lines 921 to 927 
Box 21, and boxes 23 to 27 
104(14), Regulation 2800 

Use this column to allocate or designate the trust’s elected 
accumulating income for 1992. The trustee and a preferred 
beneficiary may jointly elect to bave this accumulating 
income taxed in the hands of the preferred beneficiary 
in 1992. Sec “Preferred beneficiary” and “Preferred 
benefïciary election” below. Complete a separate 
T3 Supplementary form for this elective income. 

The following types of trust income cari retain their identity 
and be’designated under a preferred benefïciary election: 

l taxable capital gains (line 921) 

l actual amount of dividends from taxable Canadian 
corporations (line 923) 

l foreign business incarne (line 924) 

l foreign non-business incarne (line 925) 

l farming or fïshing income (line 927) 

Elective incarne not designated in one of the above 
categories should be taxed in the beneficiary’s hands as 
“0th~ income.” The designations bave to be made by the 
trust in its return for the year in which the relevant 
amounts are included in the trust’s incorne. 

Preferred beneficiary 108(1)(g), (h) 

A “preferred beneficiary” of a trust means an individu1 
resident in Canada who is a beneficiary under the trust 
and is: 

l the settlor of the trust; 

l the spouse or former spouse of the settlor of the tr”st; 

l a Child, grandchild, or great grandchild of the settlor of 
the trust; or 

l the spouse of any person described in the preceding item. 

For the definition of “settlor,” sec Interpretation 
Bulletin IT-374, Meaning of Settlor. 

Preferred beneficiary election 104(12), (14), and (15), 
106(l)(a), Regulation 2800 

A trust and a preferred beneiïciary may jointly elect in the 
year that part or all the trust’s accumulating incarne 
received in the year be inclnded in a preferred beneficiary’s 
income for that year, and not in the year in which it is 
paid to any beneficiary. The trust ca,n then deduct from its 
income, the amount elected to be included in the preferred 
beneficiary’s incomé. ‘The amount elected has to be 
stipulated in the election and mut not exceed the preferred 
beneficiary’s share in the accumulating income. 

In the case of spousal trust (both pre-1972 and post-1971), 
the income (taxable capital gains less allowable capital 
losses, and other income) arising as a result of the deemed 
disposition of property under subsections 104(4), 104(5), 
104(5.2), and 107(4) is excluded from accumulating 
income. Also excluded is income from these sources for 
which any trust has previously filed a subsection 104(5.3) 
election. These deemed dispositions are discussed in the 
guide under the heading “Deemed realization 
(disposition) - 21.year rule.” Also excluded are all 
amounts paid or deemed to bave been paid from 

NISA Fund No. 2. (There is one exception - a preferred 
benefïciary election could include amounts paid to a 
testamentary spousal trust while the beneficiary spouse was 
still alive.) Trusts which are excluded from the 21-year 
rule are also excluded from making a preferred beneficiary 
election. They are listed in this guide under “Exemption 
from the 21.year rule.” 

A preferred beneficiary election for a taxation year should 
be made by filing the following documents: 

l a statement making the election for the year, stating the 
part of the income on which the election is made, and 
signed by both the preferred beneficiary (or guardian) 
and the trustee having the authority to make the 
election; and 

l a statement, signed by the trustee, showing the 
computation of the preferred beneficiary’s share in the 
income of the trust for the year, along with information 
about the provisions of the trust and its administration as 
is necessary for the purpose. 

The election has to be filed, with the T3 return or 
separately, within 90 days of the end of the trust’s taxation 
year on which the election was made. Please be aware that 
for a preferred beneficiary election to be valid, it has to be 
filed on time. Usually, once an election is made and 
assessed, it cannot be rescinded. If the election is filed late, 
the accumulating income Will be taxed in the hands of the 
trust. These same tïling requirements bave to be followed 
each year that a preferred beneficiary election is made. 

In some circumstances (usually ones beyond the control of 
the trustee), we may accept a late or amended election, or 
revoke a valid election. Before asking us to consider 
accepting a late, amended, or revoked election, you should 
sec Information Circular 92-1, GuideJines for Accepting 
Late, Amended or Revoked Elections. Yon should also 
obtain a copy of Information Circular 92-2, Guid&es for 
the CanceJJation and Waiver of Interest and Penalties. A 
late, amended, or revoked election is subject to a penalty 
of $100 for each complete month from the due date of the 
election to the date of the request (maximum $8,000). 

Anyone making a preferred benetïciary election shonld 
obtain Interpretation Bulletin IT-394, Preferred Beneficiary 
Election, which deals with the subject in detail. 

Line 921 
Capital gains designated by a trust to 
beneficiaries 
104(21), 104(21.3) 

Al1 or a portion of a Canadian resident trust’s net taxable 
capital gains may be allocated to a benetïciary. If such an 
allocation takes place, the amount designated by the trust is 
considered to be a taxable capital gain of the beneiïciary. 

Net taxable capital gains of a trust is the amount by which: 

l the total of taxable capital gains for a taxation year; 

exceeds the total of: 

- allowable capital losses for the taxation year; and 
- net capital losses of other yens deducted in 

computing the taxable income of the trust for the 
taxation year. 

The trust’s net taxable capital gains is calculated at line (3) 
in the chart below. 
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Complete the following chart to determine the amount that cari be designated. 

Net taxable capital gains 

Taxable capital gains less allowable capital losses 
(from Schedule 1, line 122 and form T1055, line 25) 

Subtract: Net capital losses of other years deducted 
in the current year (T3 retur”, page 4, line 52) 

Net taxable capital gains of tbe carrent year 

Net taxable capital gains designated in the current year 
Amo”nt from line (3), above* 

Amo”nts from Schedule 9, line 901, and form Tl055, line 25* 

Amo”nt from T3 retur”, page 2, line 46 

$ (1) 

$ (2) 

$ (3) 

$ (4) 

$ (5) 

$ (6) 

Net taxable capital gains desigaated in current y& 
(The designated amount cannot exceed the least of amounts (4), (5), and (6)) $ (9) 

Enter the designated amount on Schedule 9, line 921 (excluding deemed taxable capital gains on eligible capital 
property which are reported on line 926.) 

* Subtract the amount designated under subsectio” 104(13.2) to be taxed in the trust. If the trust chooses to reduce its 
current-year taxable capital gains with a non-capital loss carryforward according to subsection 104(13.2), the net 
taxable capital gain designated to a beneficiary bas to be reduced accordingly. [Sec “Designated income to be taxed 
in the trust 104(13.1), 104(13.2).“] 

The amount to be entered on the T3 Supplementary in 
box 21 is the capital gain amount which is four-thirds of 
the beneficiary’s share of the net taxable capital gains 
amount on line 921. 

T3 Supplementary. For instructions on completing 
the T3 Supplementary form, see guide item 
“Completing the T3 Supplementary form.” 

If you complete line 921, you Will also bave to complete 
line 9” for purposes of the beneficiary’s capital gains 
deduction. 

Enter the total of the amounts determined at D for qualified 
farm property on Schedule 9, line 921-l (footnotes for 
box 21). 

Footnotes for line 921 (and box 21) 

The trust may bave disposed of qualified farm property or 
qualified small business corporation shares. If SO, and if the 
trut 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. 

Enter the total of the amounts deternked at D for qualified 
small business corporation shares on Schedule 9, line 921-2 
(footnotes for box 21). 

If line 612 and line D include deemed taxable capital gains 
from the disposition of eligible capital property, indicate 
these amounts in the footnotes for box 26, not in the 
footnotes for box 2 1. 

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: 

Line 922 
Pension benefits 
104(27), 104(27. l), 60(j) 

AxC=D 

B 

where 

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

Certain pension and superannuation benefits, and certain 
amounts received from a deferred profit sharing plan ca” 
be designated by a testamentary trust to bave been received 
by a particular beneficiary and “ot by the trust. Enter on 
line 922 those amounts from Schedule 7 that are eligible 
for a paragraph 60(j) transfer to a registered pension plan 
or a registered retirement swings plan. 

B = Total of positive amounts from Schedule 6, line 612, 
colum” 4. 

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

Line 926 
Other income 

Enter on this line, ail income distributed to beneficiaries 
that is “ot show” on lines 921 to 925, or on line 927. 

D = Amo”nts for qualifïed farm property and qualified Include on this line, deemed taxable capital gains from the 
small business corporation shares to be show” as a disposition of eligible capital property. The trwt reported 
footnote to box 21 on the particular beneficiary’s these amounts on Schedule 1, lines 120 and 121. As well, 
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show the breakdown of these amounts in the footnotes for amount on line 927. Indicate the amount of “Other 
box 26. business income” on line 927-l (footnote for box 27.) 

Footnotes for line 926 (and box 26) 
Enter the arnount in the appropriatc space: line 926-l 
“Eligible capital property - Qualified Iàrm 
property (QFP),” or line 926-2 “Eligible capital 
property - Other.” 

Line 928 
Total 
Thc total of lines 921 to 927 is thc income allocated or 
designated to the beneficiaries and cannot exceed “trust 
income before allocations/ designations” on line 46, page 2 
of the T3 return. 

Line 927 
Farming or fishing income 
119(7) 

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

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

Line 930 
A communal organisation should enteï on this line the total 
amount of business incarne (farming, fishing, and other 
business) allocated to a member of a communal 
organization. Amounts in respect of business incarne 
received by the member from the communal organization 
qualify as self-employed earnings for purposes of 
determining Canada Pension Plan contributions. If the 
amount on line 927 includes business incarne, other than 
from farming and fishing, put an asterisk (*) beside the 

Taxable capital gains eligible for deduction 
104(21.2) 

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

Calculate the trust’s eligible taxable capital gains on 
Schedule 3, line 334. 

Complete the following chart and use the formula to determine the amount fo enter on line 930 and in box 30 of the 
benetïciary’s T3 Supplementary. 

Net taxable capital gains of the current year 
(from chart at line 92 1, item (3)) 

Subtract: 
$ (11) 

Total investment expenses claimed in current year 
(from Schedule 4, line 412) 

Less: Total investment income reportcd in current year (from 
Schedule 4, line 430) 

Subtract line (13) from line (12), if 
negative, entcr 0 

L (12 

$ (13) 

$ -> $ (14) 

Subtrüct line (14) from line (1 l), if negative, enter 0 
Net taxable capital gains designated in the curent year 

(from chut at line 921, item (9)) 

Greater of lines (15) and (16) 

$ (15) 

$ (16) 

$ (17) 

ExG=H 

F 

where: 

E = beneficizy’s share of designated amount from 
line (16) above. 

F = amount from line (17) above. 

G = eligible taxable capital gains, amount from 
Schedule 3, line 334. 

H = particular beneficiary’s share of the trust’s eligible 
taxable capital gains. 

On Schedule 9, line 930, enter the total of the amounts 
determined in H. 

On the T3 Supplementary in box 30, enter four-thirds of 
the amount detcrmined in H. 

Note 
Keep a copy of these calculations and of Schedule 3 with 
your records. You Will need this information to determine 
the cumulative gains limit whenever a designation of the 
trust’s eligible taxable capital gains is made in, subsequent 
years. 
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The proportion of foreign taxes designated to a benetïciary 
has to be in proportion to the foreign income designated to 
that beneficiary. Foreign taxes paid in foreign currency 
bave to be converted to Canadian fonds. 

Please see Interpretation Bulletins,IT-270, 
Foreign Tax Credit, and IT-20 1, Foreign Tax Credit - 
Trusts and Benetïciaries, and guide item “Federal foreign 
tax credit” for more details. 

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

If line 930 includes eligible taxable capital gains from 
qualified farm property or qualified small bkiness 
corporation shares, a further cakulatmn 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 ~calhl gains from qualified farm 
property, qualified small business corporation shares, and 
other property. 

JxL=M 

K 

where: 

J = positive amount from Schedule 6, line 615, 
column 1, 2, or 3. 

K = total of positive amount from Schedule 6, line 615, 
column 4. 

L = particular benetïciary’s share of trust’s eligible 
taxable capital gains (from chart above, at line 930, 
item H). 

M = amounts for qualified farm property and qualikd 
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 on Schedule 9, line 930-l 
(footnotes for box 30). 

Enter the total of the amounts determined at M for 
qualitïed small business corporation shares on Schedule 9, 
line 930-2 (footnotes for box 30). 

If line 615 and line M include deemed taxable capital gains 
from the disposition of eligible capital property, indicate 
these amounts in footnotes for box 26, not in fcotnotes for 
box 30. 

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

Testamentary trusts cari include pension income amounts ” 
from line 02 on page 2 of the T3 return that qualify as 
pension income for the pension income non-refundable tax 
credit on the beneficiary’s Tl return. This designation 
applies only if the benefïciary was the spouse or common- 
law spouse of the deceased, and if the trust received the 
benefits of a life annuity from a superannuation or pension 
fond. Sec Schedule 7 for more details. 

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

If the trust is designating a foreign tax credit to a 
benetïciary, it has to submit a valid receipt or information 
slip from the foreign country to substantiate the foréign 
non-business incarne tax paid by the trust, or withheld from 
foreign non-business income eamed by the trust. 

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

If a testamentary trust receives a payment, usually from the 
deceased person’s employer or from a trust fund 
established by the employer, which was paid as a result of 
the employee’s death and pin recognition of the employee’s 
service in an office or employment, the paymenr may 
qualify as a “death benefit” as defïned by 
subsection 248(l) of the home Ta Aci. 

When the death benefit payment is to be allocated to a 
beneficiary according to the provisions of the Will, the 
beneficiary may be entitled to exclude up to $10,000 of the 
payment from income. Box 35 is provided on the 
T3 Supplementary form to inform the beneficiary of the 
amount in box 26 that is a death ,benefit and that is eligible 
for this exemption. The beneficiary uses this information to 
calculate the taxable portion to be reported on the 
individual’s Tl return. 

If the death benefit is deducted from the trust income, and 
only the taxable portion flows ou to the beneficiary, the 
trustez mut ensure that only the taxable portion of the 
death benefit is reported on line 19, page 2 of the 
T3 return, and that only box 26 (not box 35) should be 
completed On the T3 Supplementary. Sec guide item, 
“line 19.” 

Payments from the Canada Pension Plan (CPP) and the 
Quebec Pension Plan (QPP) are not considered to be paid 
in recognition of an employee’s service in an office or 
employment. Consequently, CPP death benefits are not 
eligible for the $10,000 exemption, therefore, they are not 
to be included in box 35 on the T3 Supplementary. 

Line 936 
104(27), 60(l), 104(28), 6O(j.l), 143(2) 

On this line enter amounts such as: 

l pension income that is eligible for paragraph 60(l) 
transfer to an annuity for a minor, from Schedule 1; 

l retiring allowances (from line 19) that qualify for 
paragraph 6O(i. 1) transfer to a registered pension plan or 
registered retirement swings plan; 

l charitable donations designated to the beneficiaries of a 
communal organisation. 

A lump-sum payment oot of a registered pension plan cari 
be designated by a testamentary trust to a benetïciary to 
acquire an annuity under subclause 6O(l)(v)(B. 1X11), if that 
beneficiary is a Child or grandchild of the deceased person, 
and was under 18 when the deceased person died. Sec 
guide item “Taxation year, testamentary trust.” 
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Line 938 
Part XII.2 tax credit 
104(31), 210.2(3) 

Enter the amoud from Schedule 10, Part A, line 1010. The 
Part XII.2 tax credit cari be designated only to those 
resident beneficiaries to whom income was 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) cari designate the investment tax credit (ITC) 
to their beneficiaries. 

On line 940, enter the beneficiary’s share of rhe trust’s 
investment in eligible property acquisitions or eligible 
expenditures. This amount, as calculated on 
Form T2038(IND), Investment Tax Credit (Individuals), 
determines the amount of the investment tax credit 
available for designation to the beneficiary. The 
benefïciary’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 the T2038(1ND) form that is 
designated to a beneficiary and net deducted by the trust on 
Schedule 11, line 1120. 

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

. .___ 
You bave ta complete a T3 Supplementary form for a11 
amounts allocated or designated to a resident benetïciary, 
including a preferred beneficiary who elects ta be taxed on 
accumulating incarne of the trust. Sec guide item 
“T3 Supplementary and T3 Summary” for more deuils on 
completing the T3 Supplementary and T3 Summary. 

Schedule 10 
Calculation of Part XII.2 Tax and 

Part XIII Non-Resident Withholding Tax 
Lines 1001 to 1031 

104, 210 to210.3 

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

Part XII.2 tax does net apply to a trust that was throughout 
the y&: 

l a testamentary trust: 

l a mutual fund trust; 

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

l a trust governed by a deferred incarne plan (described in 
subparagraph lOS(l)(i)(ii)); 

l a communal organization; or 

l a non-resident trust. 

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

Specified income 

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

l net income (10s~) from businesses carried on in Canada; 

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

l net income (10s~) from timber resource properties; 

l net incarne (10s~) from Canadian resource properties 
acquired by the trust after 1971; and 

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

Note 
Although the term “designated incarne” is used in 
Part XII.2 of the home Tax Act, the term “specifïed 
incarne” has been substituted in this guide and on 
Schedule 10 ta avoid confusion with “designated incarne” 
used in other parts of this guide. 

Designated beneficiary 210 

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

l a non-resident person; 

l a non-resident-owned investment corporation; 

l a person exempt from Part 1 tax under subsection 149(l), 
if that person acquired an interest in the trust, directly or 
indirectly, from a beneficiary of the trust after 
October 1, 1987. 

A persan exempt from Part 1 tax is net a designated 
beneiïciary if after the later of October 1, 1987, and the 
creation of the trust, the interest was held continuously 
by a benefïciary exempt from tax by reason of 
subsection 149(l); or, if the tax-exempt persan is a trust 
governed by a registered retirement swings plan or 
registered retirement income fond, and the trust acquired 
its interest from its benetïciary or the benefïciary’s 
spuse; or 

l a trust resident in Canada (other than a testamentary trust 
or trust exempt from tax under subsection 149(l)), or a 
partnership whose beneficiaries or members include a 
designated beneficiary. 

A designated benetïciary is generally net entitled ro the 
refundable tax credh for Part XII.2 tax the trust paid. This 
mesns that: 

l box 38 on the T3 Supplementary is generally net 
completed for a designated benefïciary who is a Canadian 
resident; and 
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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 rcturn. 

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

l before calculating Part XIII non-resident withholding tax, 
the income payable to a non-resident beneficiary has to 
be reduced by the non-resident’s share of the Part XII.2 
tax. (Sec the comments under line 1009 below.) 

Eligible beneficiary 

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 a refundable Part XII.2 
tax credit in proportion to the share of trust income 
allocated OT designated to that beneficiary. An amount 
equal to the Patt XII.2 tax credit has to be included in the 
beneficiary’s income. The credit, in effect, replaces the 
income that the beneficiary would bave received if the trust 
did not bave to pay Part XII.2 tax. 

Line 1008 
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 tax does not apply. 

Line 1007 
Amount allocated or clesignated to 
beneficiaries 

On line 1007, enter the total of the amounts from 
columns 1 and II, Schedule 9, Part B, line 928. Line 1007 
then has to be reduced by the subsection 105(l) taxable 
benefit amount reported on line 44 of the T3 return. 

Part XII.2 tax does not apply to the “value of other 
benefits to recipients” reported on line 44, or to the total 
amount in column III, Schedule 9, Part B for accumulating 
income under a preferred beneficiary election. 

In effect, the total on line 1007 represents the following 
provisions of the Income Tax Act: 

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

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

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

Note - 
In effect, the trust withholds the Part XII.2 tax from 
income distributed to the beneficiaries. This way, 
beneficiaries pay a share of the tax in proportion to the 
income originally allocated or designated to them, with the 
provision that eligible beneficiaries Will receive refundable 
tax credits on their share of the tax. The purpose of the 
Part XII.2 tax is to ensure that designated béneficiaries pay 
their share of taxes on specified income. The total of 
Parts XII.2 and XIII taxes is approximately equal to the 
Part 1 tax, plus provincial or territorial taxes that would 
apply to specifïed income had it been earned directly by the 
desienated beneficiaries. 

. .“-- 
Schedule 10 does not provide for a third calculation 
contained in the Income Tax Act under 
paragraph 210.2(l)(b). Paragraph 210.2(l)(b) refers to the 
income of the trust after deducting the amount of its 
accumulating income included in a preferred benetïciary 
election, but before subsection 104(30) and 
subsection 104(6) deductions. This third amount has been 
eliminated from the calculation on Schedule 10 because it 
would never be less than line 1007, which is the amount 
determined under wraermh 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 benetïciaries. Enter the amount 
from line 1009 in Part B, onto line 1026, to reduce the 
income subject to Part XIII tax. 

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

Line 1010 is the amount of Part XII.2 tax attributable to 
eligible benetïciaries, and is the amount eligible for the 
Part XII.2 refundable tax credit for these benetïciaries. 

If there is more than une eligihle beneficiary, use the 
following formula to determine the amount of refundable 
tax credit to report in box 38 of the T3 Supplementary for 
each beneficiary: 

AXB 

E 

where: 

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

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

C = total allocations or designations for the year, which is 
the entire amount from line 1007. 
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Example 
Part XII.2 - An inter vives trust resident in Canada 
has two benetïciaries - Mr. Adam, a resident of 
Canada who is an eligible benefïci&y, and Ms. Meg, a 
non-resident who is a designated beneficiary. Each 
beneficiary is entitled to receive an equal share of the 
trust income which is distributed annually. 

The $1,400 net income of the trust for 1992 represents: 

- net business income of $1,000; and 

- interest income after related expenses of $400. 

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

- enter $1,000 on lines 1001 and 1006, since there 
are no other sources of specified income (the $400 
interest is not specified incorne); 

- enter $1,400 on line 1007, since this is the total 
amount from columns 1 and II on Schedule 9, 
Part B, line 928; 

- enter the lesser of lines 1006 and 1007 ($1,000) in 
the first blank space on line 1008: 

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

- calculate the amount that is not 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 amount 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. 

Mr. Adam received $520, but he Will include $700 
(Le., $520 + $180) in his income for the year. This 
amount, which Will be entered on the 
T3 Supplementary in box 26, is the one-half portion of 
the trust income that was to be distributed to him 
according to the terms of the trust agreement. On his 
Tl return for 1992, 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 portion of the trust income that was to be 
distributed to her according to the terms of the trust 
agreement. On Schedule 10, Part B, the trust Will 
reduce the total income paid or payable to non-resident 
beneficiaries (line 1020 - $700) by the Part XII.2 tax 
(line 1026 - $180). The difference (line 1028 - $520) 
is the amount subject to non-resident tax. 

Complete this part if the trust has allocated income to 
non-resident bencficiaries. 

Line 1022 
Amounts paid or payable other than capital 
distributions 
Depending on the reconciliation made on line 102 1, the 
amount on line 1021 would either be added to or subtracted 
from the amount on line 1020. 

Line 1025 
Amounts not subject to Part XIII tax - Other 
One example of an adjustment to be entered on this lire is 
amounts paid or credited to a beneficiary resident in the 
United States, derived from income sources outside Canada 
which are not subject to withholding tax by virtue of the 
Canada - US. Tax Convention. 

Line 1026 
Part XII.2 tax amount 
The amount of Part XII.2 tax attributable to designated 
benetïciaries is deducted on this line. 

Part XII.2 tax is deducted here because the total amount in 
column II on Schedule 9, Part B, line 928, includes income 
under subsection 104(31) (Le., the Part XII.2 tax) which is 
not subject to Part XIII tax. 

Lines 1029 to 1031 
Non-resident tax payable 
Part XIII Tax, 212(l)(c) 

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

Non-resident beneficiaries 

Every non-resident person has to pay Canadian income tax 
(non-resident tax) of 25% under Part XIII of the 
Incorne Tax Act, unless a lower rate is provided by a tax 
trcaty. Part XIII tax is paid on amounts that a Canadian 
trust paid or credited, or is considered to have paid or 
credited, to non-residents for income from the trust. The 
trustee has to withhold and remit tax on these amounts. 
This tax has to be received by the Department or by a 
Canadian financial institution on or before the 15th day of 
the month following the month during which the tax was 
withheld. 

Calculate the amount of non-resident tax payable and the 
balance due, if any, by following the steps on Schedule 10, 
Part B. Any balance due should be sent to us accompanied 
by Form PD7AR-NR, Non-Resident Tax Remittance, 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 
torn off and used for remitting future payments. 

You also bave to complete Form NR4B, Return of 
Amounts Paid or Credited to Non-Residenwof Canada 
Summary, and Form NR4B, Statement of Amounts Paid or 
Credited to Non-Residents of Canada .Supplementary. These 
forms are available from your district pffice. 

Completing the NR4B return 
NR4B Summary 

This is a summary of amounts paid or credited, or 
considered to be paid or credited to non-residents, and 
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The individual rates also apply to an inter vives trust (other 
than a,mutual fund trust) that meets all of the following 
conditions: 

l it waestablished before June 18, 1971; 

l it was resident in Canada on June 18, 1971, and without 
interruption thereafter until the end of 1992; 

l it did not carry on any active business in 1992; 

l it has not received any property by way of gift since 
June 18,, 1971; and 

* it, has not, after June 18, 1971, incurred any debt or 
obligation to psy an amount to, or guaranteed by, any 
person with whom any beneficiary of the trust was not 
dealing at arm’s length. 

Inter vives trusts meeting these conditions are referred to 
as “grandfathered inter vives trusts.” For more details, see 
Interpretation Bulletin IT-406, Tax Payable by an Inter 
Vives Trust. 

Line 1107 
inter vivos trusts 

An inter vives trust is taxed at 29% of its taxable income if 
it does net meet ail of the conditions listed under line 1101 
above. 

represents the total of amonnts reported on the 
NR4B Supplementary form. 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 Schedule 10, Part B, line 1028. Total non- 
resident tax witbheld on the NR4B Summary should agree 
with the non-resident tax payable on Schedule 10, Part B, 
line 1029. 

NR4S Supplementary 

Enter the year for which this foi-m is being completed and 
report, as estate. and trust income (NR4B incorne 
code 1 libox 16), the total trust income totalling $10, or 
more, allocated to a non-resident beneficiary. The various 
income items (e.g;, dividends) lose their identity when 
allocated to a non-resident beneficiary (except for taxable 
capital gains from a mntual fond tmst);‘and are therefore 
totalled and reported as “estate or trust incorne” on the 
NR4B Supplementary. 

Distributing the NR4B return 
Regulation 202(8) 

Within 90 days of the end of the trust’s taxation year, the 
NR4B Summary and Supplementary forms bave to be 
distributed as follows: 

NR4B Supplementary, copies 1 and 2 and NR4B Summary, 
copies 1, 2, and 3. Send to: 

Infomation Processing 
Ottawa Taxation Office 
Revenue Canada 
875 Heron Road 
Ottawa, Ontario KIA lG9. 

NR4B Supplementary, copies 3 and 4: Send these copies to 
the beneficiary’s last known address. 

NR4B Supplementary, copy 5 and NR4B Summary, 
copy 4: Keep these copies with the trust records. 

The Guide for Payer~ of Non-Resident Ta outlines 
procedures for reporting amounts paid or credited to non- 
residents of Canada, and explains how to complete the 
NR4B return. This guide is available at the International 
Taxation Office at 2540 Lancaster Road, Ottawa, Ontario, 
KlA 1A8, or at your district office. 

For more information on non-resident income ta, obtain 
Information Circulars 76-12, Applicable Rate of Part XIII 
Tax on Amounts Paid or Credited to Persans u1 Treaty 
Countries, and its Special R&ase, 77-16, Non-Resident 
home Tax, and Interpretation Bulletin IT-465, 
Non-Resident Beneficiaries of Trusts. 

Schedule 11 
Calculation of Federal Income Tax 

Lines 1101 to 1130 
122 

Line 1101 
Testamentaty trusts 

All testamentary trusts are taxed using the 1992 rates of 
federal income tax for individu&. 

Line 1109 
Tax adjustments 
Income Tax Application Rules (ITAR) 40 

Use this line when adding to the trust’s tax such items as 
the reduced tax that applies on lump-sum payments under 
ITAR 40. You do not bave to 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 cari claim on dividends received in 
the 1992 taxation year. 

The dividend tax credit is 66.67% (2/3) of thc gross-up 
amount calculated on 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 has to be claimed 
on the deceased taxpayer’s Tl return, either in the year 
of death or in the year before the year of death. If 
ne.xssary, we Will reassess the Tl returns to allow the 
claim. 

l If the donation is not a one-time payment but Will 
continue according to the terms of the Will, treat the 
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charity as an income beneficiary and deduct the donation 
as an allocation of trust income on the T3 return (page 2, 
line 47, and Schedule 9, Part B, line 926). 

l If the Will provides that a donation cari be made at the 
discretion of the trustez, the hustee cari choose to treat 
the charity as an income beneficiary and deduct the 
amount on line 47, or claim a non-refundable tax credit 
on Schedule 11, line 1112. 

When a donation is being claimed on the T3 return, either 
as an income allocation or for a non-refundable tu credit, 
the trustee should state in the T3 return whether the 
donation was a one-time or paiodic payment provided in 
the Will, or was made at the trutee’s discretion. 

Inter vives trust 

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

l In a11 other cases, calculate a non-refundable tax credit 
on the donation on Schedule 11, line 1112. 

Al1 donation claims bave to be accompanied by an officia1 
receipt. There are three classes of donations: 

1. Charitable. Please see the General Tax Guide for typa 
of organizations that are included in this class. 

2. Gifts to Canada, a province or territory. 

3. Gifts of cultural property. Attach both the officia1 
receipt from the institution and the T871 certificate 
issued by the Canadian Cultural Property Export 
Review Boa-d. 

Maximum claim and carry over 

When you use the non-refundable tax credit method, the 
maximum claim in a year for charitable donations, referred 
to in item 1 above, is limited to 20% of the trust’s net 
income, line 50. The 20% limit does not apply to gifts 
referred to in items 2 or 3 above. The trust may choose to 
claim any portion of its total donations up to the maximum 
limit. Any unused portion an be carried forward for tïve 
years. 

A communal organization that made charitable donations 
cari choose not to claim its donations. However, it cari 
elect to designate its donations to benetïciaries in the same 
proportion that it elected to allocate income to those 
benetïciaries. 

Line 1113 
Minimum tax carry-over from previous year 
120.2 

If the trust paid minimum tax in the 1986 to 1991 taxation 
years, you cari deduct part or a11 of that amount from 1992 
taxes payable. The following table is provided to help you 
calculate the claim. Attach a copy of your calculation to 

I cary-over. 
the T3 return If the trust is claiming a minimum tax 

Calculating minimum tax carry-over 

Minimum tax carry-over from previous years which cari he applied in 1992 
Minimum tax carry-over available (from 1991 Schedule 12, 

line 1269, or this table (1991), line (J)) 

Tax payable immediately before minimum tax carryaw 
(1992 Schedule 11, line 1110) $ 

Subtract: 
Federal dividend tax credit $ (cl 

Charitable donations and gifts $ Cd) 

Subtotal (add lines (c) and (d)) $ > $ 

Subtract line (e) from line (b) $ 

Subtract: 

$ (a) 

(b) 

Ce) 

0-I 

Minimum amount (from 1992 Schedule 12, line 1232) 

Maximum amount of minimum tax carry-over which cari be 
applied in 1992 

Subtract line (g) from line (f) 

Minimum tax carry-over from previous year, 
applied in 1992 

$ (id 

$ Ch) 

Claim an amount not exceeding the laser of (a) or (h) 
(Enter this amount on Schedule l,l, line 1113) $ (0 

Minimum tax carry-over available for 1993 
Subtract line (i) from line (a) $ Ci) 

Include a copy of this calculation with the T3 return when you claim a minimum tax carry-over. If there is a balance, 
keep a copy for your records. 
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Surtax on income not subject to provincial or 
territorial income taxes 
120(l) 

Canadian resident trusts that carry on business through a 
permanent establishment in a foreign country bave ta pay a 
federal surtax of 52% of their basic federal tax attributable 
ta the incarne earned in the foreign country. 

Non-resident trusts that carry on business through a 
permanent establishment in Canada bave ta pay provincial 
tax on the incarne earned in a province or territory, and 
not the federal surtax. Non-resident trusts that carry on 
business in Canada without a permanent establishment in 
Canada may bave ta pay the federal surtax on the Canadian 
business incarne, if the incarne is not exempt from Part 1 
tax in Canada by virtue of an incarne tax treaty. 

Form T2203, Calculation of Tax in Respect of Multiple 
Jurisdictions, and Form T691A, Minimum Ta 
Supplement - Multiple Jurisdiaions, are available ta help 
you with the above calculations. 

Line 1118 
Federal foreign tax credit 
126, 20(12), (1,l) 

This credit is for foreign incarne or profit taxes paid ta a 
foreign government on incarne earned outside Canada. In 
general, the foreign tax credit that cari be claimed for each 
foreign country canncit exceed tbe lesser of: 

l the tax paid ta a foreign countty; and 

l the tax payable ta Canada on the portion of incarne 
earned in the foreign country. 

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

When the total of a11 business incarne taxes and non- 
business incarne taxes paid ta foreign countries is more 
than the total amount allowed as a foreign tax credit, the 
excess, or a portion thereof, may be deducted on 
Schedule 11, line 1125 as an “Additional federal foreign 
tax credit” when computing the “Individual sultax 
payable” amount on Schedule 11, line 1128. For details of 
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a11 these calculations, obtain Form T2209, Calculation of 
Federal Foreign Tax Credit. 

If an excess amount of foreign business incarne tax, 
commonly referred ta as “unused foreign tax credit” still 
remains, it cari be applied back ta the three preceding 
years, or carried forward ta the seven years following the 
carrent year, ta the extent allowed for those years. Attach 
a note ta the T3 return explaining the amount of unused 
foreign tax credits being applied ta other years. 

The excess of any foreign non-business incarne tax cannot 
be carried forward. Some or a11 of the excess cari be 
claimed as a provincial foreign tax credit on Form T2036, 
Calculation of Provincial Foreign Ta Credit, as a 
deduction on line 40, page 2 of the T3 return, or as an 
additional foreign tax deduction against the individual 
surtax otherwise payable. 

Attach proof of tax paid ta a foreign country ta the 
T3 return. 

When calculating the foreign tax credit, express all 
amounts in Canadian currency. For more details, obtain 
Interpretation Bulletins IT-270, Foreign Ta Credit, 
and IT-201, Foreign Tax Credit - Trust and Beneficiaries. 

When completing form T2209, please note that the 
calculation of the credit is based only on amounts retained 
by the trust. Exclude all amounts relating ta the designation 
of foreign incarne and foreign tax credits ta benefïciaries 
Enter the amount from Part 1, line (H) of completed 
form T2209 on Schedule 11, line 1118. 

Line 1119 
Federal political contribution tax credit 
127(3), 230.1(i) 

The trust cari claim this credit if it contributed ta a 
registered federal political party or ta a candidate for 
election ta the House of Gommons. Calculate the credit 
using the chart below and enter the credit on line 1119. If 
the total federal political contributions are. over $1,150, 
enter $500 on line 1119. Attach proof of payment ta the 
T3 return. This must be an officia1 receipt signed by the 
registered agent of the registered party, or by the officia1 
agent of the candidate (unless the amount is indicated on 
form T5013 Supplementary, box 21, or in the financial 
information from a partnership.) 

Calculating federal political contribution tax credit 

Total federal political contributions (enter this amount on line C of line 1119) $ 

Allowable credit: 
75% of first $100 of total federal political contributions $ 

50% of next $450 of total federal political contributions $ 

33 113% of amount of total federal political contributions over $550 $ 

Total allowable credit - (maximum $500) $ 

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

For more details, see Information Circular 75-2, Contributions to a Registered Political Party or to a Candidate at a 
Federal Election. 
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Line 1120 
Investment tax credit 
127(5), (12.3), 37(l), 13(7.1) 

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

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

l an investment tax credit (ITC) is earned in 1992; 

l a credit is being carried forward; 

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

l a refundable investment tax credit is claimed in 1992 (on 
line 88, page 4 of the T3 return). 

The cost of eligible properties or expenditures has to be 
reduced by a portion of the credit deducted, or refunded. 
The reduction takes place in the year after the: 

l credit is claimed; or 

l asset is acquired: 

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

- if the claim is applied back ta a previous year. 

For example, the capital cost of property is reduced 
in 1993 by any ITC which is earned in 1992, and which is 
claimed or refunded on the 1992 return, or applied back to 
a previous year. 

Investment tax credits, calculated ,on eligible property 
acquired, or an ehgible expenditure made, by a trust before 
Il:00 am. eastern time, 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 cari designate an ITC to 
beneficiaries. Al1 or part of the ITC, which is designated 
according to the terms and conditions of the trust or by 
choice of the trustee, should be included on Schedule 9, 
Part B, line 941, and has to be excluded when computing 
the trust’s ITC 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 
beneiïciary could therefore bave more than one 
T3 Supplementary from the same trust. 

For more details in this area, sec the Business and 
Professionai Income Tax Guide; the Farming hxome Tax 
Guide, or the Fishing Incorne Tax Guide; Intapretation 
Bulletin IT-33 1, Investment Tax Credit, and Information 
Circular 78.4, Znvestment Tax Credit Rates, and its Special 
R&ase dated November 13, 1987. 

Line 1121 
Other credits 

The federal logging tax credit (subsection 127(l)) is an 
example of an amount that you cari claim on this line. 

Note 
Minimum tax - For situations in which the trust may bave 
to pay minimum tax, and bave to complete Schedule 12 
instead of continuing on Schedule 11, sec guide item 
“Schedule 12, Calculation of Minimum TX” 

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 bave to psy an individual 
surtax of 4.5% (reduced to 3% for 1993, and subsequent 
years), calculated on the following amounts: 

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

- The basic federal tax on Schedule Il, line 1115 or, if 
subject to minimum tax, on Schedule 12, line 1242. 

2. For a mutual fund trust: 

- The basic federal tax on Schedule 11, line 1115 minus 
the least of the amounts (a), (b), and (c) on 
Form T184, Calculation of Capital Gains Refund for a 
Mutual Fund Trust. 

An additional 5% surtax is applied on the amount by which 
the amounts described in 1 or 2 above exceed $12,500. 

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. 

Line 1125 
Additional federal foreign tax credit 
180.1(1.1) 

The additional federal foreign tax credit (FFTC), calculated 
on Form T2209, Calculation of Federal Foreign Tax Credit, 
is subtracted from the surtax calculated above. 

TO complete form T2209, Part II, use the followifig 
instructions: 

l If the amount determined on line (i) of the special foreign 
tax credit calculation on Schedule 12 is more than the 
amount on line E from Part 1 of form T2209, no additional 
federal foreign tax credit is available to reduce the 
individu1 surtax payable. Enter zero on Schedule 11, 
line 1125, or if the trust is subject to minimum tax, on 
Schedule 12, line 1251. 

l If an additional federal foreign tax credit is available to 
reduce the individual surtax payable, enter the amount 
determined on form T2209, Part II, and area F on 
Schedule 11, line 1125, or if the trust is subject to 
minimum tax, on Schedule 12, line 1251. 

Line 1127 
Additional investment tax credit 
iBO.l(l.2) 

Calculate the additional investment tax credit to be 
deducted from the individual surtax payable on 



45 

Form T2038(IND), Investment Tax Credit-lndividuals, 
section II. 

l Under ITAR 40, an election is made on pension benefits 
(on page 2, line 02 and on Schedule I 1, line 1109). 

The individual surtax cari be reduced by the lesser of: 

l unused investment tax credit determined on line E of 
form T2038(IND): and 

l three quarters of the amount (line 1126 on Schedule 11, 
or line 1252 or the individual 1 Schedule 12) by which 

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); or 

- certified films or videotapes (on page 2, line 06). 

surtax otherwise payable exceeds the additional federal 
foreign tax credit calculated above. 

Line 1130 
Refundable Quebec abatement 
120(2) 

A trust is entitled ta the maximum abatement of 16.5% of 
its “basic federal tax” if it was resident in the province of 
Quebec on the last day of its taxation year, and it did not 
bave incarne from a business with a permanent 
establishment outside Quebec. 

The abatement is refundable and is provided instead of 
direct cost-sharing by the federal government under federal- 
provincial fiscal arrangements. 

Obtain Form T2203, Calculation of Tax in Respect of 
Multiple huisdictions, from your district office ta calculate 
the refundable Quebec abatement if: 

l the trust was a resident in Quebec and had incarne from 
a business with a permanent establishment outside 
Quebec; or 

l the trust resided outside Quebec and had incarne from a 
business with a permanent establishment in Quebec. 

Schedule 12 
Calculation of Minimum Tax 

Lines 1201 to 1269 
127.5 to 127.55, 

The following tnwts are not subject to minimum tax: 

l a mutual fund trust; 

l a related segregated fond trust; 

l a trust that made an election in the taxation year imder 
the block-averaging provisions of Section 119 of the 
home Tax Act; and 

l a spousal trust reporting a deemed realization under the 
21-year rule. 

Any other trust is liable ta pay a minimum tax if the net 
minimum tax payable (Schedule 12, line 1234) exceeds the 
regular tax payable (Schedule 12, line 1237). Any of the 
following conditions may attract minimum tax for 1992: 

l Taxable dividends are ,reported (on page 2, line 03). 

l Taxable capital gains are reported (on page 2, line 01). 

l A loss is claimed resulting from, or increased by, 
resource and depletion allowances on resource properties 
(on page 2, line 06 or 19). 

Complete Schedule 12 to determine the net adjusted taxable 
incarne for minimum tax. Basically, Schedule 12 
recalculates taxable income by adding back the following 
amounts: 

l non-taxable portion of capital gains, minus an amount 
equal ta capital gains designated or allocated ta 
benetïciaries; and 

l certain deductions, including lasses caused by capital cost 
allowances; 

and deducting: 

l a basic exemption up ta $40,000, allowed ta testamentary 
trusts and ta grandfathered inter vives trusts (sec guide 
item, “Schedule 11, Line 1101, Testamentary Trusts”); 

l gross-up anount of dividends retained by the trust; and 

l non-deductible portion of business investment loss (one- 
third of allowable business investment loss on line 25). 

A tax rate of 17% is applied ta the net adjusted taxable 
incarne amount, if any, and the result, minus the charitable 
donations and gifts tax credit and the special foreign tax 
credit, is compared ta the regular federal tax payable. We 
bave provided explanations of certain lines below. 

Line 1203 
Non-taxable portion of capital gains retained 
in the trust 
127.52(1)(d) 

This amount would normally be equal ta one-third of the 
taxable capital gains (unless realized on mortgage 
foreclosures and conditional sales repossessions) retained in 
the @“St after designation or allocation of capital gains ta 
beneficiaries. 

An adjustment is required if either of the following relates 
ta a disposition occurring before 1986, and is used in 
calculating the 1992 taxable capital gains on Schedule 1: 

l a capital gains reserve (on Schedule 1, line 117); or 

l a carry-over of a listed persona1 property loss (on 
Schedule 1, line 108). 

TO make the adjustment, use the following table. (If you 
completed Form T1055, Summary of Deemed Realizations, 
you should make the adjustment on that form). 
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Adjusted Ilne 1203 

Calculating non-taxable portion of capital gains reported and retained in the trust for 1992 (to exclude listed persona1 
property (LPP) losses and capital gain reserves relating to dispositions of capital propeny before 1986) 

Taxable capital gains: an amount equal to 113 of line 119, Schedule 1 $ (a) 

Add: 
LPP loss ,(1985 and previous dispositions) 114 of line 108, Schedule l* $ (b) 

Reserve (1985 and previous dispositions) 1/4 of amounts in column 2, 
lines 210 and 215, Schedule 2 $ (cl 

Add lines (b) and (c) $ > $ Cd) 

Add lines (a) and (d) 5 Ce) 

Subtract: 
Reserve (1985 and previous dispositions) 114 of amounts m column 1, 

lines 210 and 215, Schedule 2 $ 0-l 

Net taxable capital gains allocated or designated, Schedule 9, 
Part B (1/3 of line 921) $ (s) 

Subtotal [add lines (f), and (g)] $ > $ 

Total [subtract line (h) from line (e), enter this amount on Schedule 12, line 1203. 
If amount is negative, indicate in brackets]. $ 

* Use only the amount from line 108 that relates to 1985 and earlier dispositions of capital property. 

Ch) 

(9 

Line 1221 
Taxable income 

Enter on this Iine, the taxable income amount from 
line 56 on page 4 of the return. 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 
127,52(l)(i)(i) 

Non-capital losses of other Yeats, which are claimed on 
line 51, page 4 of the T3 retum, may bave to te reduced 
for minimum tax piwposes if the loss occurred in a taxation 
year beginning after 1985. This reduction is the portion, if 
any, of tbc noncapltal 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)(ii) 

The net capital loss 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 tax 
purposes is adjusted to reflect the non-deductible portion of 
capital losses of other years used in the curtent year. 

The amount to enter on line 1224, is one-third 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 
curent 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 home 7%~ Act. (Sec guide 
item “Schedule 11, line 1101.“) 

The $40,000 bas to 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 tïve trusts created by the same individual: Mr. 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 curent spouse.) 

If minimum tax applies to any of the multiple trusts, an 
agreement signed jointly by each tmstee should be tïled 
with each of the trust returns showing the allocation of 
the $40,000 exemption. Sec Question 1 on page 1 of the 
T3 return and the related guide item “Question 1 
(Identification area).” 

If we send a written notice to a trustee 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 1246 to 1254 
Individual surtax payable 

Sec guide item “Schedule 11, lines Il24 ta 1128” for 
details. 

Line 1256 
Refundable Quebec abatement 

Sec guide item “Schedule Il, 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 ta minimum tax, ca” be carried forward and 
deducted from the regular tax liability in subsequent years 
(Schedule Il, line Il 13). 

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 (0th~ than Quebec) or 
territory on the last day of its taxation year, and if it did 
not bave incarne from a business with a permanent 
establishment outside the province or territory of residence. 

Schedule 13 provides space ta calculate provincial incarne 
tax for Newfoundland, Prince Edward Island, Nova Scotia, 
New Brunswick, and Ontario. 

Schedule 14 provides space ta calculate provincial incarne 
tax for Manitoba, Saskatchewan, Alberta, British Columbia, 
and territorial incarne tax for the Northwest Territories and 
the Yukon. 

The Province of Quebec collects its own incarne tax. 
Therefore, a trust is not required ta 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 incarne from a business with a 
permanent establishment in another province or territory. 

If a trust resident in Canada bas incarne 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 at the end of the taxation year, or in a country 
other than Canada, the trust has ta allocate its income ta 
determine the liability for provincial or territorial incarne 
tax, or ta determine federal sunax for income earned 
outside of Canada. Incarne from a business should be 
allocated for each province, territory, or fore& country in 
which the business had a permanent establishtint during 
the taxation year. In general, a11 other incarne 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 
Jurisdictions, and Form T691A, Minimum Tax 
Supplement - Multiple Jurisdictions. 
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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, Calculation of 
Provincial Foreign Tax Credit, from its district office, ta 
calculate any provincial or territorial foreign tax credit ta 
which it may be entitled. Any credit is then applied against 
provincial or territorial income tax. 

Non-resident trusts 

A non-resident trust, carrying on a business through. a 
permanent establishment in a province or territory, is 
subject ta provincial (or territorial) tax on the business 
incarne earned in that province or territory. 

A non-resident trust, carrying on a business in Canada 
without a permanent establishment in Canada, may be 
subject ta the federal surtax (Schedule 11, line Il 16) on the 
Canadian business incarne if the incarne is net exempt from 
Part 1 taxi in Canada by virtue of an income tax treaty. 

Lines 1314, 1324, 1414, 1452, 1467, 1472, 
and 1462 
Political contribution tax credit for 
Prince Edward Island, Nova Scotia, Manitoba, 
Alberta, British Columbia, 
Northwest Territories, and the Yukon Territory 

A trust cari deduct from the taxes otherwise payable ta the 
above provinces and territories a portion of amounts paid 
ta: 

l a registered political party of that province or territory; 

l a registered constituency association of that province or 
territory; and 

l a registered candidate seeking election to the legislature 
of that province or territory. 

Proof of payment in the form of an officia1 receipt signed 
by the chief financial offcer of the registered party, 
constituency association, or candidate has ta be attached ta 
this return. 

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

Total ‘political contributions in 
the year $ *1 

Allowable credit: 

75% of first $100 of total 
contributions $ 

50% of next $450 of total 
contributions $ 

33 113% of total contributions 
exceeding $550 $ 

Total allowable credit 
(maximum $500) $ *2 
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For Alberta, the allowable credit is calculated as 
follows: 

Total Alberta political 
contributions in the year $ *1 

Allowable credit: 

75% of first $150 of total 
contributions $ 

50% of next $675 of total 
contributions $ 

33 l/3% of total contributions 
exceeding $825 $ 

Total allowable credit 
(maximum $750) $ *2 

For the Nortbwest Territories the allowable credit is 
calculated as follows: 

Total Northwest Territories 
political contributions in 
the year $ *1 

Allowable credit: 

100% of first $100 of total 
contributions $ 

50% of total contribution 
exceeding $100 % 

Total allowable credit 
(maximum $500) $ *2 

* 1 and *2 Enter these amounts in the appropriate lines on 
the provincial or territorial schedule. 

Line 1345 
Ontario tax reduction 
If the trust is subject to minimum tax (from Schedule 12), 
the trust is not entitled to claim an Ontario tax reduction on 
Schedule 13, line 1345. 

Line 1403 
Net income tax (Manitoba) 
The 2% tax on line 1403 is generally applied to an amount 
that is the net income of the trust determined on line 50, 
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 amount from lime 50, “Net income ” 
before calculating the tax on line 1403. Sec “Line 1421” 
below. 

A mutual fund trust that is subject to only the net income 
tax for capital gains may still Lx eligible for a capital gains 
refund. Sec Form T184, Calculation of Capital Gains 
Refund for a Mutual Fund Trust. 

Line 1415 
Manitoba manufacturing investment tax credit 
The Manitoba manufacturing investment tax credit was 
available for qualifïed property acquired after 
April 24, 1984, and before 1987. The trust ca” retain the 
total credit or any part of it and claim this credit against its 

Manitoba tax payable, or ,it may be designated to the 
beneficiaries 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 trust retained the credit, 
enter on 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 state “Man. mfg.” in the 
type of credit area. 

Line 1421 
Saskatchewan flat tax 
Before applying the 2% Bat tax, 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 Tan 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 
for seven taxation years. Claim these unused tax credits on 
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 ca” be 
designated to members (benefïciaries) of the communal 
organization. (Schedule 9, lines 943 and 944). 

Line 1444 
Alberta royalty tax rebate 
If, during 1992, the trust paid royalties or similar paymenrs 
to the federal or a provincial government for production 
from oil or gas wells, bituminous sands, oil sands, or coal 
deposits, it may qualify for the Alberta royalty rax rebate. 
TO claim the rebate, you bave to complete Form T79, 
Alberta Royalty Tax Rebate Calculation and Application 
(Individu&), available from your district office, and attach 
it to the T3 return. The Alberta royalty tax rebate 
calculated on form T79 is entered on Schedule 14, 
line 1444. 

Note 
Claim the Alberta royalty credit (formerly the Alberta 
royalty tax credit) for 1991, and subsequent years, by filing 
the appropriate forms with: 

Alberta Treasury, Corporate Tax Administration 
98 11 - 109 Street 
Edmonton, Alberta T5K 2L5. 
You cari obtain forms and a guide by contacting: 

Tax Information Services, at the above address, or at 
500, 620 - 7 Avenue, S.W. 
Calgary, Alberta T2P OY 
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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, British Columbia 
Royalty and Deemed Incorne Rebate Calculation and 
Application, and enter the result on Schedule 14, line 1462. 

T3 Supplementary and T3 Summary 

You have to complete a T3 Supplementary form for all 
amounts allocated or designated to a resident beneficiary 
unless the total amount allocated in the year to that 
beneficiary was less tha” $100 and consisted solely of 
interest income. If there is an election to report income by 
a prefered beneficiary, and income is also paid to the same 
beneficiary, it is preferable to a>mplete two separate 
T3 Supplementary forms, one for income for the election, 
and the second for all other income. 

Use the T3 Summary to record the totals of the amounts 
reported on a11 the related T3 Supplementary forms. A 
T3 Summary is required eve” if you prepare only one 
T3 Supplementary. 

Magnetic media filing 

You also have the option of filing the T3 Supplementaries 
on magnetic tape, cartridge, or diskette (magnetic media). 

Magnetic media tïlers send us one completed paper copy of 
the T3 Summary with a tape or diskette before the fïling 
deadline. You do “ot bave to submit the Department’s 
paper copy of the T3 Supplementary forms. 

Anyone who would like to participate in the magnetic 
media filing program for the first time has to submit a test 
tape or diskette for OUI’ approval. Send the test tape or 
diskette at least two months before the fïling deadline. The 
tape or diskette has to conform to the specifications for the 
year of filing, ix., if the taxation year ends in 1992, 
“se 1992 specifications. 

For more details, obtain the booklet T4094, Comp~ter 
Specifications for Data Filed on Magnetic Media - T3. TO 
obtain this booklet or to find out more about this method of 
filing, please write to: 

Magnetic Media Processing Unit 
Ottawa Taxation Centre 
Revenue Canada 
Ottawa, Ontario KlA lA2 

or telephone I-800-665-5164. 

Failing to provide a social insurance number (SIN) 

Individu& bave to provide their social insurance number, 
when requested, to any perso” who has to prepare 
supplementaries for them. Penalties for failing to provide 
a SIN apply to bath the filer and the individual. 

l Trustee (filer) - Any filer required ta prepare a Trust 
home Tax Return and Infrmnation Return bas to try to 
obtain the SINs of individu& for whom supplementaries 
are being prepared. Each time you do not show the 
required information on a supplementary, you are liable 
to a $100 penalty, “nless you tried to obtain the 
information. 

The penalty does not apply if an individual has applied 
for, but has not received the SIN when the return is 
required to be filed. 

The filer should advise (preferably in writing) existing 
clients that bave not yet given their SINs, of the 
requirement to provide their SINs and the penalty for 
failing to do SO. The filer should ask “ew clients to give 
their SINs whenever they ope” a new account or enter 
into a transaction that may require the preparation of a 
supplementary. 

l Benefïciary (individual) - Individu& resident or 
employed in Canada bave ta give their SIN on request to 
any perso” who has to prepare an information return for 
them. If the individual does not bave a SIN, he or she 
has to apply for one at any Canada Employment Centre 
within 15 days of the request. When the individual 
receives the SIN, he or she then has 15 days to give 
the SIN to the perso” preparing the information return. 
Individu& who, for any reaso”, do not comply with 
these requirements are liable to a penalty of $100 for’ 
each failure. 

For more information about SIN reporting requirements 
and the penalties that may apply, see Information 
Circular 82.2, Social Insurance Number Legislation as it 
Relates to the Preparation of Information Slips. 

Use of the social insurance number 

Any perso” who has to make a” information retur” cannot 
knowingly “se, communicate, or allow a” individual’s SIN 
to be communicated, other than required or authorized by 
law, or for a purpose for which it was provided by the 
individual. 

Interest on penalties 

We charge interest, compounded daily, at the prescribed 
rate on the total amount of penalties levied. Both interest 
and penalties are payable to the Receiver General. 

Completing the T3 Supplementary form 

Schedule 9, Part B, lines 921 to 927, provides a summary 
of the income allocations or designations to be entered in 
boxes 21 to 27. Part C, lines 930 to 944 provides a 
sunxnary of other amounts designated that are to be ehtered 
in boxes 30 to 42. 

If ta% was deducted on information slips that the trust 
received, this tax cannot be used to reduce the amount of 
income allocated to a beneficiary on the T3 Supplementary 
form. See guide item “Line 86” for further information. 

Please type or print the information on the 
T3 Supplementary. 
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Trust year ending - Be sure to enter the trust’s fiscal 
year end for which you are preparing the 
T3 Supplementary. Use numbers to indicate the month. For 
example if the fiscal year (taxation year) ends in 
November 1992, enter “1992” and “11” in the spaces 
provided for the year and month. 

‘Box 21 

Enter 413 times the amount of any net taxable capital gains 
(excluding deemed taxable capital gains from cligible 
capital property reported in box 26) designated to a 
beneficiary from Schedule 9, Part B, line 921. 

Be sure to complete box 30, with the designated portion of 
the trust’s eligible taxable capital gains for purposes of the 
benetïciary’s capital gains deduction. If the amount is zero, 
enter “0.” 

If box 21 includes capital gains from qualified farm 
property or qualified small business corporation shares, 
these amounts bave to 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, ‘&XV boxes 41 and 42, 
write “qualified farm 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 items “Schedule 9, line 921” and “Footnotes 
for line 921” for further details. 

Box 22 

Enter the amount of, pension benefits that qualitj for 
paragraph 60(j) transfer to a registered pension plan or 
registered retirement swings plan, designated to the 
beneficiary on Schedule 9, line 922. See Schedule 7, 
“Pension Income Allocations or Designations” for more 
details. 

Box 23 

Enter the designated portion of the actual amount of taxable 
dividends received from taxable Canadian corporations 
from Schedule 9, line 923. 

Box 24 

Enter the designated portion of the gross foreign business 
income from Schedule 9, line 924. 

Box 25 

Enter the designated portion of the gross foreign non- 
business income from Schedule 9, line 925. 

*BOX 26 

Enter the amount of ail other income transferred to a 
beneficiary that is not recorded in boxes 21 to 25 and 
box ?.7. 

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 fcotnote space below 
boxes 41 and 42, Write: a) a description of the property, 
cg.3 “eligible capital property - qualified farm property” 
or “eligible capital property - other;” b) the taxable 
amount; and c) the amount that qualifies for the capital 
gains deduction. 

Box 27 

Enter the amouni of farming or fïshing income designated 
to the benetïciary on Schedule 9, line 927 that qualifies for 
a section 119 election under block-averaging provisions. 

A communal organization Will include a11 business income 
in this box. If box 27 includes incarne from a business, 
that is not farming or fishing, put an asterisk (“) beside the 
amount. In the footnote space, add a note: “includes other 
business income of $ .” (Insert amount.) 

*Box 30 

If you completed box 21, you bave to put an amount 
(or “0”) in box 30. Enter 4/3 times the designated portion 
of the trust’s eligible taxable capital gains (excludmg 
deemed taxable capital gains from eligible capital property 
reported in box 26) for the purpose of the beneficiary’s 
taxable capital, gains deduction. If the amount is zero, 
enter “0.” 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. 

Sec guide items “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 benetïciary’s income in box 22 or box 26. 

BOX 32 

Enter the taxable amount of dividends from a taxable 
Canadian corporation - 514 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 
income tax paid which is based on the amount in box 25. 

Box 35 

Enter the amount of death benetïts designated to the 
bcnetïciary. Ste guide item, “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 Schedule 7), a retiring 
allowance which qualifies for paragraph 606.1) transfer to 
a registered pension plan or registered retirement swings 
plan, or charitable donations designated to the beneficiary 
of a communal organization. Provide deuils 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 413 times the amount of allowable capital losses from 
insurance segregated fund trusts. 
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Use code 4, if more than one entry is required in a box 
(example,. box 42) or if more than one original slip is 
required (for example, a separate slip is prepared for a 
preferred beneficiary election.) 

If you use code 5, please complete all boxes on the 
cancelled T3 Supplementary exactly the same as on the 
original. 

If you issue a T3 Supplementary to replace one lest by the 
beneficiary, you do not bave ta send us a copy. Clearly 
print the word “DUPLICATE” at the bottom of the 
replacement supplemcntary you give to the benefi&ry, and 
enter code 0 in~box 16. 

If you use codes 2 or 5, you bave to file an amended 
T3 Summary, T3 return, and Schedule 9 reflecting the 
changes: Clearly print the word “AMENDED” at the top 
of these amended forms. 

BOX 18 

Enter one of the following beneficiary codes to identify the 
type of beneficiary: 

Enter If the benetkiary is 
1~ an individual 
2 a joint account 
3 a corporation 
4 an association, a trust (fiduciary, trustee, nominee, 

or estate), a club, or partnership 
.,5 government, government entreprise, or 

international organiiation 

Footnqte space 

If more than one box requires an explanation in the 
footnote space under boxes 41 and 42, prepare a separate 
statement and attach one copy of the statement ta each 
copy of the T3 Supplementary. 

‘Additional instructions for boxes 21, 26, and 30 

1. If the amount in box 30 is less than the amount in 
box 21, or if less than the full amount of the deemed 
taxable capital gain from box 26 is eligible for the 
capital gains deduction, advise the beneficiary to 
recalculate Schedule 3 for the capital gains deduction, 
and to use the lesser amounts from box 30 and box 26 
ta prepare Form T651, Calculation of Capital Gains 
Deduction on Al1 Capital Property, or Form T65lA, 
Calculation of Capital Gains Deduction on Other 
Property. 

2. The trustee has to give the beneficiary additional 
instructions if designating capital gains from: 

- qualified farm property - Boxes 21 and 30; 

- qualifïed small business corporation shares - 
Boxes 21 and 30; 

- eligible capital property-qualified farm property - 
Box 26; 

- eligible capital property-other - Box 26. 

Box 21 - Inform each beneficiary that if an asterisk(*) 
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 

Box 38 

Enter the portion of the Part XII.2 tax credit that is 
designated to the beneficiary. Sec guide item “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 
benetïciary’s share of the investment tax credit is based. 
(Sec Schedule 9, line 940 and Schedule 11, line 1120). 

Box 41 

Report the benefïciary’s share of the investment tax credit 
designated. See the “Calculation of investment tax credit” 
area on Form l’2038(IND), Znvestment Tax Credit 
(Individu&), and insert the applicable code in the footnote 
space under box 41. (Sec Schedule 9, line 941 and 
Schedule 11, line 1120). 

Box 42 

This box is available to report x?ach beneficiary’s portion of 
the following credits designated. Enter the type and amount 
of: 

l Manitoba manufacturing investment tax credit 
(Man. Mfg.) designated. (Schedule 9, line 942). See 
guide item “Schedule 14, line 1415.” 

l Saskatchewan livestock invesbnent tax credit (SLITC) 
designated. (Schedule 9, line 943). See guide item 
“Schedule 14, lines 1430 to 1432.” 

* Saskatchewan livestock facilities tax credit (SLFTC) 
designated. (Schedule 9, line 944). Sec guide item 
“Schedule 14, lines 1430 to 1432.” 

When more than one credit is designated to a benefïciary, 
prepare separate T3 Suppleinentary forms for each credit. 
These three credits are the only credits you cari include 
in box 42. 

Box 12 
Enter the benefïciary’s social insurance number (SIN) in 
this box. 

BOX 14 
Space is provided on thc T3 Supplementary for a trust 
account number. If the trust has been assigned an account 
number, enter it here. Otherwise, leave this’ tiox blank. until 
we give you the number. 

Box 16 
Enter one of the following report codes in this box. The 
code Will help us to determine if this is the original 
T3 Supplementary issued to the beneficiziry, or if it is an 
amendment to the original. 

w If this is 
0 the original supplementary 
2 an amended supplementary 
4 an additional supplementary 
5 a supplémentary to cancel the original slip 

If you use code 2, enter a11 the financial data the same as 
you did on the original T3 Supplementary, except for the 
boxes that are being changed. 
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beneficiary reports tbe amounts on the Tl Schedule 3, 
line 513 or line 516, as applicable. The beneficiary Will 

qualified small business corporation shares, or qualified 
farm property when recalculating Schedule 3 for purposes 

report on Schedule 3, line 533, ““y amount from box 21 of the capital gains deduction on forms T657 or T657A (as 
“ot reported on lines 513 and 516. in item 1, above). 

Box 26 - Infmm each beneficiary that if an asterisk* 
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, 
line 544, or a deemed taxable capital gain from “eligible 
capital property - qualified farm property,” to be reported 
on Schedule 3, line 543. The beneficiary Will report on 
line 130 of the Tl return, any amount not reported on 
Schedule 3, lines 543 and 544. 

Distributing the T3 Supplementary form 

copy 1: Send to us, with the T3 Summary, 
within 90 days of the end of the trust’s 
taxation year. For addresses and more. 
details on filing requirements, sec 
“General information” at the front of 
this guide. 

Box 30 - Inform each beneficiary that if a” asterisk* 
appears in box 30, that part of the amount in box 30 should 
be entered as a capital gain from the disposition of I copy 4: Keep with the trust records 

Copies 2 and 3: Send to the beneficiary’s last known 
address within 90 days of the end of the 
trust’s taxation year. 

Example 
T3 Supplementary - The trust has the following income and deductions: 

Dividends from taxable Box 23 - Actual amount _. 
Canadian corporations: Box 32 - Taxable amount 

Box 39 - Federal dividend tax credit 

Capital gains: Box 21 - Capital gains _, 
Box 30 - Capaal gatns eligible for deduction 

Farming or fisbing Box 27 - Net amount 
income: 

$ 1,ooo.oo 
$ 1,250.oo 
$ 166.67 

$10,000.00 
$ 9,ooo.oo 

$ 2,500.oo 

Other income: Interest income .‘. $2,000.00 
Less: Carrying charges $ 200.00 $1,800.00 
Rental income (net) $2,000.00 
Upkeep, maintenance $ 500.00 
Box 26 - Other incarne $4,300.00 $2 4,300.oo 

There is one resident benefïciary of the trust and all 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 SUR. that the information entered in this area is the same as that entered on the 
T3 Trust Incorne Tax Return and Information Return. 

Number of T3 Supplementary forms issued 

Enter the total number of T3 Supplementary forms 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 Supplementary forms. 

Summary of footnote amounts 

The footnote amotmts are amounts that are included in boxes 21, 26, 27, or 30 on 
the T3 Supplementary which are identitïed 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 the T3 Summary form ta ;s, &b copy 1 of the related T3 Supplementary 
forms, within 90 days of the end df the trust’s taxation year. For addresses and more 
information on filing requirements, sec “General 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 Summav with the trust records. 

If you are ,filing via magnetic media, you bave to include a completed 
T3 Summary. 

Corrections, atiendments, and replacements 

If you use codes 2 or 5 in box 16 on the T3 Supplementary forms, you bave to file 
an amended T3 Summary with revised totals. If applicable, you must also file an 
amended T3 return and Schedule 9. 

Clearly print the word “AMENDED” at the top of the amended Summary, 
T3 return and Schedule 9. 



e TO be completed if, in the year, trust incorne was allacatsd/ designafed lo a resident beneficiay, or a 

preferred beneiiciav election was made. 

* TO be filed within 90 days from ihe end of the tru~f’s taxation year. 

. Mach copy 1 of the T3 Supplementaries to this sumrnary. 
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34 
35 
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Retiring mwam~ Eligible fore0 (j.1) Transfer 36-2 ................................ 

GlamMe Donations ......................................... 36-3 

,“r”ranceSegregatedF”“dLosîes ..................................... 37 

PariX11.2TaxCredl .......................................... 38 

FBdBial Dlvmnd Tax crem XC ..................................... 39 
,“Y~Sfmenffor ITC ........................................... 40 
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4, 
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ManloDaMan”facm~ I”Ymlnl~d TaxCred” ................................ 42-l 

saslatchewan LIvesIock I”“BElme”l Tax cral ................................ 42-2 

SaSkôtCheWB” LNBE,OCk Facilities Ta CreM ................................. El 42-3 

Summaly 0‘ Footnote BnlO”“ts 
BOX 21 - Qualnied mm P,Opsfr/. ....................... 
BOX 21 - Q”alifledSmall B”sln%Escawmtio” SIlareS. ............... 
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BOX26 - E,,@b,B csp,ta, mperty cme,. .................... 
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Appendix A 
Cost of Additions of Depreciable Assets 

The following paragraphs caver some special rules that 
determine the cost of depreciable property to the trust, 
when the trust acquires the property by gift, inheritance, or 
bequest. 

W), 730) 

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 a spousal trust acquired 
the property, if at the time both the settlor and the trust 
were resident in Canada. The spousal trust would use the 
undepreciated capital cost of the property to the settlor 
unless the settlor elects ta do otherwise. 

7w 

If the property was acquired by bequest or inberitance, 
and the trust is a spousal trust, and the settlor was 
resident in Canada just before his or her death, and the 
trust was resident in Canada just 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 
just before death. 

70(5) 

If the property was acquired by bequest or inheritance, 
and the trust is not a spousal trust meeting the conditions 
described in the above paragraph, the cost of each property 
(acquired before 1993) is an amount that is the average 
between the fair markct value of the property at the time it 
was acquired, and the undepreciated capital cost of the 
property to the settlor just before death. If the property is 
acquired after 1992, the cost will equal the fair market 
value of the property just before the settlor’s death. 

7w 

If the property is Part XI farm assets acquired by 
bequest or inberitance which vested indefeasibly in a 
resident Child of the settlor witbin 36 months of death, 
and where just 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 just 
beforc death (unless the legal representative of the deceased 

elects otherwise). For more information, see interpretation 
Bulletin, IT-349, Intergencrational Transfers of Farm 
Property on Death 

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 when it was acquircd. 

73(3) 

If the property is depreciable farm assets of a prescribed 
class in Canada, acquired by inter vives gift or sale for 
the transferor’s Child who was resident in Canada just 
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 cost of the 
property, just before the transfer: or 

b) be less 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 undcpreciated 
capital cost, the cost Will be equal to the sale price. The 
proceeds of disposition to the transferor Will be equal to 
the cost of the propcrty to the trust.” For additional 
information, sec Interpretation Bulletin, IT-268, II&~- Vives 
Transfer of Farnm Proper’ty to Child, 2nd its Special 
Release. 

Note 
If there is more than ont property in a prescribcd class, the 
undepreciated capital cost of a property is that portion of 
the undepreciated capital cost of the class that the fidir 
market value of the particular property is to the fair markct 
value of all the property in the class. 

If the original capital cost of depreciable property to the 
transferor is greatcr 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 
have claimed the difference as capital cost allowancc. 



56 

Appendix B 
Employment and Employment-Related Income 

If a person dies while employed, there are a “umber of entitlements that the employer’may psy to the employee’s 
cstate. 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 fa11 into three groups: 

l amounts to be reported on.the deceased’s final Tl retw”; 

l amounts to be reported on the estate’s T3 retur”; and 

. non-taxable amounts. 

1. Amounts to be report& on the deceased’s final Tl return 

These payments form part of the employee’s employment income for the taxation year in which the employez died, 
regardless of when they are paid. Report the payments on the deceased’s final Tl return, 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. 

Deceased’s Right 

Type 
final 

of payment Info slip Tl return & 
a) Salary or wages (including overtime) from the end of the last psy 
period to date of death. e.g., last psy period: May 16-31; 
date of death: June 4; accrued period: June 1-4; paid: June 19. T4, Box 14 x 
b) Salary or wages (including overtime) for a pay period completed 
before the date of death, but paid afkr death. cg., 
pay period: June l-15; date of death: June 16; paid: June 19. T4, Box 14 x x 
c) Payment for accrued vacation leave. T4, Box 14 x x 
d) Retroactive adjustments to amounts in a), b), or c) as a result of a” 
agreement or promotion where the authorizing instrument was signed 
hefore the date of death. T4, Box 14 x x 

2. Amounts to be reported on the estate’s T3 return 

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 retum for that subsequent year. 

Type 
T3 

of payment Info slip return 

a) Salary or wages (including adjustments) paid for the period after the date of death 
usually to the end of the month, or payment for the full month of death for which the 
cmployee was net receiving pay but was on authorized leave. T4A, Box 28 x 
b) Severance pay received on accoum of death (as this is a death benefit, an amount up to 
$10,000 may be non-taxable). T4A, Box 28 x 
c) Future adjustments to severance pay regardless of when the collective agreement was 
signed. T4A, Box 28 x 
d) Refund of pension contributions payable because of death. T4A, Box 18 x 
e) Guaranteed minimum pension payment (net a death benefit). T4A, Box 18 x 
f) Deferred profit-sharing plan payment. T4A, Box 18 x 

3. Non-taxable amounts 
The following amounts are non-taxable: 

a) Retroactive adjustments to amounts in l(a), (b), or (c) when the collective agreement or other authorizing instrument 
has been signed after the date of death. 

b) Group tcrtn 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 thing ca” be reported on another return. The following table describes the conditions and the other returns on 
which a right or thing ca” be reported. Deceased separate 
Condition 

Benefïciary current 
Tl return Tl return 

a) Subsection 70(2) election within the required time Emit. x 
b) Subsection 70(3) transfer within the time limit for subsection 70(2) 
election, directly to a beneficiary. x 
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Related Publications 

The following publications are available and cari be 
obtained from your district office. When requesting a 
publication, always ask for th& most current version. 

General Tax Guide 
T400 1 Employer~’ Guide to Payroll Deductions 
T4002 Business and Professional Income Tax Guide 
T4003 Farming Income Tax Guide 
T4004 Fishing Income Tax Guide 
T401l Guide for Preparine TI Returns for Deceased 

Persans . - 
T4015 T5 Guide, Return of Investment Income 
T4036 Rental Incarne Tax Guide 
T4037 Capital Gains Tax Guide 
T4040 Pension and RRSP Ta Guide 
T404 1 Retirement Compensation Arrangement Guide 
T4061 Guide for Payer~ of Non-Resident Tax 
T4063 Guide to the Charity Information Return 
T4068 Guide to the Partnership Information Return 
Valuation Day Pries of Publicly Traded Shares 

Interpretation Bulletins 

IT-83 Non-Profit Organizations - Taxation of Income 
from Property 

IT-114 Discounts, Premiums and Bonuses on Debt 
Obligations 

IT-120 Principal Residence 
IT-132 Capital Property Owned on 

December 31, 1971 - Non-Arm’s Length 
Transactions 

IT-179 Change of Fiscal Period 
IT-201 Foreign Tax Credit - Trust and Beneficiaries 
IT-207 “Tainted” S~ouse Trusts 
IT-212 
IT-217 

IT-236 
IT-238 
IT-258 
IT-260 
IT-268 
IT-270 
IT-28 1 

IT-285 
IT-286 
IT-301 
IT-305 
IT-33 1 
13.337 
IT-342 
IT-349 

Income of D&&sed Persans - Rights or Things 
Capital Property Owned on 
December 3 1, 197 1 - Depreciable Property 
Reserves - Disposition of Capital Pmperty 
Fees Paid to Investment Counsel 
Transfer of Property to a Spouse 
Transfer of Property to a Miner 
Inter Vivos Transfer of Farm Property to Child 
Foreign Tax Credit 
Elections on Sing]e Payments from a Deferred 
Profit Sharing Plan 
Capital Cost Allowance - General Comments 
Trusts - Amo”nt Payable 
Death Bene% - Qualifying Paymenrs 
Establishment of Testamentary Spouse Trust 
Investment Tax Credit 
Retiring Allowances 
Trusts - Income Payable to Beneficiaries 
Intergenerational Transfers of Farm Propertv on 
Deati; 

IT-366 Principal Residence - Transfers to Spouse, 
Spouse Trust or Certain Other Individu& 

IT-369 Attribution of Trust Income to Settlor 
IT-370 Trusts - Capital Property Owned on 

December 3 1, 197 I 
IT-372 Trusts - Flow Through of Taxable Dividends 

and Interest to a Beneficiary 
IT-374 Meaning of “Settlor” 

IT-377 Director’s, Executor’s and Juror’s Fees 
IT-381 Trusts - Deduction of Amo”nts Paid or Payable 

ta Beneficiaries and Flow-Through of Taxable 
Capital Gains to Benefïciaries 

IT-385 Disposition of a” Income Interest in a Trust 
IT-394 Preferred Beneficiary Election 
IT-396 Interest Income 
IT-406 Tax Payable by an Inter Vivos Trust 
IT-407 Disposition after 1987 of Canadian Cultural 

Property 
IT-419 Meaning of Arm’s Length 
IT-446 Legacies 
IT-447 Residence of a Trust or Estate 
IT-456 Capital Property - Some Adjustments to Cost 

B& 
IT-465 Non-Resident Benefïciaries of Trusts 
IT-484 Business Investment Lasses 
IT-496 Non-Profit Organizations 
IT-500 Registered Retirement Swings Plans (maturing 

after June 29, 1978) Death of Annuitant after 
J”“e 29, 1978 

IT-502 Employee Benefit Plans and Employee Trusts 
IT-506 Foreign Taxes as a Deductio” from Income 
IT-508 Death Benefits - Calculation 
IT-510 Transfers and Loans of Property made after 

May 22, 1985 ta a Related Miner 
IT-5 11 Interspousal Transfers and Loans of Property 

madeafter May 22, 1985 
IT-520 Unused Foreign Tax Credits - Carryforward and 

Carryback 
IT-524 Trusts - Flow Through of Taxable Dividends to 

a Beneficiary - After 1987 

Information Circulars 

73-13 
74-3 

74-2 1 

75-2 
76-12 

77-1 
77-16 
78-4 
78-5 
78-10 
78-14 

82-2 

82-6 

85-5 
89-4 
92-1 

92-2 

92-3 

Investment Clubs 
Supplementary Schedules for Calculating Capital 
Gains and Losses 
Payments out of Pension and Deferred Profit 
Sharing Plans - ITAR 40 
Contributions to a Registered Political Party 
Applicable Rate of Part XIII Tax on Amo”nts 
Paid or Credited to Persans in Treaty Countries 
Profit Sharing Plans 
Non-resident Income Tax 
Investment Tax Credit Rates 
Communal Organizations 
Books and Records RetentioniDestruction 
Guidelines for Trust Companies and Other 
Persans Responsible for Filing T3R-IND and 
Other Returns 
Social Insurance Legislation as it Relates to the 
Preparation of Information Slips 
Requesting Clearance Certificates for Estates and 
Tr”sts - 
Custom and Facsimile Tax Forms 
Tax Shelter Reporting 
Guidelines for Accevtine Late. Amended or 
Revoked Elections ’ - 
Guidelines for the Cancellation and Waiver of 
Interest and Penalties 
Guidelines for Refunds Beyond the Normal Three 
Year Period 
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92-4 

92-5 

Forms 

T3A 
T79 

T80 

T81 

T86 

T184 

T691A 

T1015 

Tl055 
T2036 

T2038(IND) 
T2076 

T2084 

List of Forms and Publications Available 
for Use by the Public 
Tl, T2 & T3 Custom returns 

Request for Loss Carry-back by a Trust 
Alberta Royalty Tax Rebate Calculation and 
Application (Individu&) 
Alberta Royalty Tax Credit Calculation and 
Application (Individu&) 
British Columbia Royalty and Deemed 
Income Rebate Calculation and Application 
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Contacting Us 

Once a trust return is tïled, the information on it becomes 
contïdential. For this reason, we follow procedures before 
giving out information about the trust. Information cari be 
given only to the trustee (or other legal representative who 
iïled the retwn, such as an executor, administrator, 
assigne% OT receiver) or to an authorized representative. 
The authorized representative could be an accountant, 
lawyer, or tax preparer, acting for the trustee. Although 
benetïciaries are entitled to information related to their 
persona1 tax situation, they are not entitled to information 
from us about the tax affairs of the trust. 

Getting information in person 

If you visit us, we Will ask for: 

l persona1 identification, which may be one piece of signed 
identification with your picture or two pieces of signed 
identification; and 

l trust identification, which may be a copy of the Will, 
trust agreement or letters of administration, or 
confirmation that a copy of one of these documents has 
been fïled with us. We Will also accept other 
identification, such as a copy of the Notice of Assessment 
or other information about the contents of the trust 
return. 

l a bu.!iness tard or some other form of corpomte 
identlfïcation, if you are an employez of a corporate 
trustee. 

If your representative visits us, we Will ask for the same 
identification. We Will also ask for evidence that you bave 
authorized this person. 

Some of the trust’s tax information is readily available and 
cari be given to you as soon as we confirm that you are 
entitled to it. However, a pre-arranged appointment Will 
ensure that the information you need Will be available when 
you visit. 

Getting information by telephone 

If you cal1 us, we Will ask: 

l for your name, address, and date of appointment as 
truste% 

l whether a copy of the Will, trust agreement, or letters of 
administration has been filed with us. If not filed, we 
Will ask for a copy or for some other form of proof that 
Will allow us to give you the information you need. If 
you are enquiring about the assessment of the trust return 
we may also ask for information from the return. 

l for the date that your company was appointed as trustee, 
if you are an em.ployee of a corporate trustee. 

If your representative calls us, we Will ask for evidence 
that you bave authorized this person, in addition to the 
trust-related identification. 

If the information you require is not readily available, we 
may tel1 you that we Will cal1 back as soon as it is 
available. When we cal1 back, we Will ask for the date that 
the trust was established (for inter vives trusts, this is the 
date the trust was created, and for testamentary trusts, it is 
the date of death of the individu4 upon whose death the 
trust was created.) 

Giving authorization or cancelling an authorization 
already given 

You cari authorize a representative or cancel an 
authorization already given by writing to us, or by sending 
in a completed Form T1013, Consent Form. You cari get 
this form at your district office. 

The authorization, or cancellation of an authorization 
already given, should include: 

l the name and address of the trust, your signature and 
title as the authorized signing person (e.g., trustee), your 
telephone number and the date; 

l your representative’s name (only the business name of a 
firm or partnership need appear, unless authorization is 
to be restricted to a certain member) and telephone 
number; and 

l the taxation year or years to which the authorization, or 
cancellation of the authorization, applies. If the trust has 
a fiscal period, use the day, month, and year to specify 
the beginning and ending of the authorized period 
(for example, from 01-10-1990 to 30-09-1992). 

Although, the “from” and “to” period may caver 
several fiscal periods, the “to” date must agree with the 
trust’s fiscal period end. 

A sepamte written authorization or consent form has to be 
completed for each representative appointed or cancelled, 
for a taxation year or years. 

Sending information by fax 

Please use facsimile service for correspondence only. 
Because this service relies on the telephone network, we 
are not responsible for misdirected, incomplete, or unclear 
documents. 




