
 INDEX

 References are to  section  numbers in  the text.
 Current to  release 2023-2

 1995 Legislation, 2.9 
 .  calculating business income 2.9 
 . . alternative method accounting, 2.9 
 .  fiscal period to end December 31, 2.9 
 . . alternative method, 2.9, 2.9.1 
 . . examples, 2.9.1 

 Accrual method of accounting 
 .  change to cash method, 2.6 
 .  contrasted to cash method, 2.4.2 
 .  treatment of livestock on death, 9.8 

 Adventure  or  concern  in  the  nature  of 
 trade, 14.3.1.1 

 Affiliated persons, 7.8, 7A.8

 Agreement of purchase and sale, 14.3.1.1 

 Agricultural quotas. See Farm  quotas

 Agricultural websites, App. VIII 

 AgriInvest, 3.4.12 
 .  Form  T1163 reproduced, App. V 
 .  Form  T1164 reproduced, App. V
 .  Form  T1175 reproduced, App. V 
 .  Form  T1273 reproduced, App. V 
 .  Form  T1274 reproduced, App. V 
 .  Guide RC4060 reproduced, App. XI 
 .  Guide RC4408 reproduced, App. XI

 AgriStability, 3.4.11 
 .  Form  T1163 reproduced, App. V 
 .  Form  T1164 reproduced, App. V 
 .  Form  T1175 reproduced, App. V
 .  Form  T1273 reproduced, App. V
 .  Form  T1274 reproduced, App. V 
 .  Guide RC4060 reproduced, App. XI 
 .  Guide RC4408 reproduced, App. XI 

 All or substantially all, 14.3.1.5, 7A.4 
 .  assets, 9.4.4 
 . . used principally in an active business,
 7A.5 
 .  truck, use of, 9.4.4

 Allowable  business  investment  losses
 (ABILs), defined, 7A 

 Alternative method accounting 
 .  calculating business income, 2.9 
 .  stub period, 2.9 
 .  year-end calculations, 2.9 

 Alternative minimum  tax, 7.4, 12.2.4
 .  assumptions used, 7.4 
 .  example, 7.4 
 .  exemption, amount of, 7.4 
 .  Form  T691 reproduced, App. V 

 .  interaction with capital gains exemption,
 7.4
 .  not applicable
 . . special returns on death, to, 7.4
 .  sale of farm, effect on, 7.4
 .  transfers of interest, farm  property, 7.2

 Amendments (S.C. 1988, c. 55)
 .  automobile expenses, 3.5.9
 .  mandatory inventory adjustment, 2.4.4.2,
 12.1.4

 Animal
 .  breeding animals, 3.4.8
 .  defined, 2.4.3

 Anti-avoidance rules
 .  Copthorne, 1.4.1
 .  generally, 1.4
 Artificial losses, 2.4.3
 Artificial transactions, 2.4.2
 As consequence of death
 .  Non-arm’s length acquisitions, 9.2.1.2
 .  Property acquired, 9.2.1.1

 Assets
 .  all or substantially all, 7A.4, 9.4.4
 .  used  principally  in  an  active  business,
 7A.5

 Attribution rules
 .  inter  vivos  transfers  to  child,  8.2.2,
 8.2.3.2
 .  transfer to spouse, 8.2.3.1

 Automobile, defined, 3.5.9

 Automobile expense
 .  farmers, 3.5.9
 .  fishers, 13.4.13

 “Baby boom” farmers, 1.1.2
 .  evolving tax system, 1.1.2, 1.1.3

 Brothers, 12.3.2, 12.3.3

 Bushes, cost of, 3.5.10

 Business, defined, 2.1, 14.3.1.1

 Business income. See also Income
 . reconciliation of
 . . Form  1139 reproduced, App. V
 . tax on split income (TOSI), 6.6.6
 .  year of death, 9.10

 Butterfly reorganizations, 12.3.2

 Butterfly transactions, 12.3.1, 12.3.2,
 12.3.3, 12.3.4
 .  partial butterfly, 12.3.3
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 .  purchase butterfly, 12.3.3, 12.3.4 
 .  single-wing butterfly, 12.3.4 
 .  spin-off butterfly, 12.3.3 
 .  split-up butterfly, 12.3.1, 12.3.2, 12.3.3, 
 12.3.4 

 Buy/sell arrangements. See Corporations 

 CPP rates, App. VI 

 Canada-U.S.  Tax  Treaty.  See  U.S./ 
 Canadian Tax Treaty 
 .  Canadian-controlled private corporation 
 (CCPC), solar, 3.4.14 

 Canadian  Controlled  Private  Corporation 
 (CCPC) 
 .  eligible dividend, defined, 12.4.1 
 .  excessive eligible dividends, 12.4.3 
 .  general rate income pool (GRIP), 12.4.1 
 . . calculation, 12.4.2 
 .  low  rate income pool (LRIP), 12.4.4 
 .  non-CCPCs, 12.4.4 
 .  small business deductions, 12.4.4 

 Capital cost allowance, 3.3 
 .  change from  Part XVII to Part XI, 3.4 
 .  comparison  of Parts XI and  XVII, 3.4, 
 8.2.3.4 
 .  cost amount 
 . . property depreciated  under Part XVII, 
 8.4 
 .  depreciable property, classes of, 3.3.1 
 .  diminishing  balance  system  (Regs. Part 
 XI), 3.3.1 
 .  fishermen, 13.4.8
 .  tile drainage, farming, 3.3.1 

 Capital disposition 
 .  qualified farm  property, 3.4.4 
 .  woodlot, 3.4.4 

 Capital dividends, 7.8.4 
 .  stop-loss rules, 7.8.4 

 Capital gains 
 .  crystallized, 12.2.2.1 
 .  deferral of, where replacement property 
 acquired, 7.5 
 .  disposition of eligible property, 4.7 
 . . capital dividend account, 4.7.2 
 . . exempt gains balance, 4.7.1 
 .  exempt balance, 12.2.2.1 
 .  exemption, 7A 
 .  inclusion rates, changes to, 4.6
 . . rules after January 1, 2017, 4.6.1 
 . . rules before January 1, 2017, 4.6.2 

 Capital gains deduction 
 .  Form  T657 reproduced, App. V 

 Capital gains election 
 .  eligible capital property, 4.7.3, 12.2.2.1 

 Capital gains exemption, 7A 
 .  actively engaged  on  a regular and  con- 
 tinuous basis, 7A.6 
 .  all or substantially all, 7A.4 
 .  Class 14.1, 7A.Sch.3, 13.4.11 

 .  election, 7A.2
 .  eligible  ownership,  determination  of,
 7A.3.1, 7A.Sch.1
 .  family farm  or fishing corporation, shares
 in, 7A.2, 7A.7, 7A.Sch.5
 .  family farm  or fishing partnership, inter-
 est in, 7A..3, 7A.7, 7A.Sch.4
 .  gross revenue, 7A.7
 .  history, 7A
 .  last chance election, 7A.9
 .  multiple use of, 7A.8
 .  personal trust, 7A.1
 .  qualified farm  or fishing property, 7A.3.1
 . . Class 14.1, 7A.Sch.3
 . . defined, 7A.1
 . . eligible capital property, determination
 of, 7A.1A
 . . interest  in  family  farm  or  fishing
 partnership, 7A.3, 7A.7, 7A.Sch.4
 . . mechanics, 7A
 . . qualifying conditions, 7A
 . . real property, 7A.1, 7A.5, 7A.Sch.3
 . . real property, non-residents, 7A.1.1
 . . share of stock of family farm  or fishing
 corporation, 7A.2, 7A.Sch.5, 12.2.5
 . . substituted proper, 7A.3.1
 . . transfer to children upon death, 7A.8
 . . use, 7A.5A
 .  qualified user, 7A.Sch.2
 . . defined, 7A.1
 .  real property, 7A.1 7A.Sch.3
 .  repeal of, 7A.9
 .  sprinkling, 7A.8
 .  used principally, 7A.5

 Capital loss
 .  corporations. See Corporations
 .  estate, 7.8.4
 .  individuals, 7.8.4
 .  trusts, 7.8.4

 Capital property
 .  capital gains election. See Capital gains
 election
 . conversion to inventory, 7.7
 . definition, 14.3.1.1
 . non-depreciable, transfers of, 7.8.3
 . stop-loss rules. See Stop-loss rules
 . transfer to child, 9.4
 . . farming or fishing, 9.4

 Capital taxes
 .  tax rates, App. VI

 Carter Commission
 .  special rules no longer appropriate, 2.3

 Cases
 .  all or substantially all, 7A.4, 9.5
 .  chief source of income, 5.3.3
 .  Copthorne, 1.1.1
 .  Craig, 5.3.5, 5.3.6
 . grain on hand, 9.8
 . Moldowan, 5.2, 5.3.6
 . Otteson, 7A.5
 . reasonable  expectation  of profit cases,
 5.2
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 .  sale of earth substances, 3.4.9 
 .  Stewart, 5.2.2 
 .  Tait, 9.8 
 .  Tonn, 5.2.1 
 .  wages paid to children, 3.5.5 
 .  Walls, 5.2.2 
 .  whether farming operation is a business, 
 1.3

 Cash  basis filing, 1-15  to  1-16. See  also
 Cash  method  of  accounting;  Income, 
 computation of 
 .  deduction, 2.4.2 
 .  restriction of losses, 2.4.4 

 Cash method of accounting 
 .  accrual method, change to, 2.6 
 .  accrual method contrasted, 2.3, 2-37 
 .  advantages/disadvantages, 2.3 
 .  balance sheet not required, 2.4.5 
 .  basic rules, 2.4.2 
 .  cash method, change to, 2.6 
 .  corporation has right to use, 12.2.1 
 .  election to use, 2.4.1 
 .  example, 2.4.2 
 .  expenses, deduction of, 2.4.2 
 .  financial statements, 2.4.5 
 .  fishermen, for. See Fishermen 
 .  historical background, 1.2 
 .  income deemed received, 2.4.2 
 .  inventory expenses, deduction of, 3.5.3 
 .  inventory  (livestock) averaging. See  Li- 
 vestock averaging 
 .  livestock owned on death, 9.8
 .  mandatory  inventory  adjustment.  See 
 Mandatory inventory adjustment 
 .  partnership,  allocation  of  profit  to 
 members of, 12.1.8
 .  partnership, cash basis of, 12.1.14 
 .  partnership has right to use, 12.1.2 
 .  prepaid amounts, deduction of, 2.4.2
 .  prepaid expenses, 3.5.2 
 .  reasons for, 2.3
 .  receipt of cheques for income debts 
 . . author’s suggestions, 2.4.2
 . . generally, 2.4.2 
 . . inconsistencies caused by rules, 2.4.2 
 . . rules, 2.4.2
 .  receipt of income, 2.4.2 
 .  right to use, 2.4.1 
 .  where more than one business, 12.2.1

 Cash or cash property
 .  used in the course of an active business, 
 7A.1 

 Ceasing to carry on business 
 .  eligible capital property, 4.4, 9.6 
 . . rules after January 1, 2017, 4.4.1 
 . . rules before January 1, 2017, 4.4.2 
 .  farming business, 2.8 
 .  farm  quotas, 4.4 

 Checklist 
 .  RC602 reproduced, App. XII 

 Child 

 .  definition of, 7A.1, 14.3.1.5
 .  income tax ruling (TR-32)
 . . rollover of farm  property to more than
 one child, App. IV
 .  meaning, 8.2.2.2, 9.4
 .  singular  “child”  includes  plural “chil-
 dren”, 9.4

 Child care expenses, App. VI

 Child, transfer to
 . capital gains exemption, 12.2.5
 . child, meaning, 8.2.2.2
 . inter vivos transfers, 12.2.5
 . . depreciable  property  of  prescribed
 class. See Inter vivos transfers
 . . farm  land, 8.2.2.2
 . . farming and fishing property, use, 8.1.2
 .  on death
 . . capital property. See Transfers on death
 . . capital property to spouse then to child,
 9.5.1
 . . capital property to spouse trust then to
 child. See Transfers on death
 . . family  farm  corporation. See  Family
 farm  corporation
 . . family  farm  partnership. See  Family
 farm  partnership
 . . small business corporation. See Small
 business corporation
 .  rollover to  parent on  child’s death. See
 Parents,
 .  transfer to Christmas tree growers, 3.5.10

 Clearing land. See Expenses

 Commercial activity
 .  definition, 14.3.1.4

 Consequence  of death, transfer being  as,
 9.5

 Constructive receipt, doctrine of, 2.4.2

 Contract of service, App. VII
 . Copthorne, 1.4.1

 Corporate buy/sell arrangements. See Cor-
 porations

 Corporate  Income  Tax, Federal and  Pro-
 vincial, App. VI

 Corporate tax rates. See Tax rates

 Corporation. See also Family farm

 Corporation
 . affiliated, 7.8
 . amalgamation, App. VII
 . butterfly reorganizations, 12.3.2
 . capital loss, 7.8.1
 . capital property, App. VII
 . cash method available, 12.2.1
 .  control, 7.8
 .  depreciable  property,  disposition  of,
 7.8.1
 .  distribution by, 12.3.4
 .  dividends. See Dividends
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 .  divisive reorganization, 12.3 
 .  eligible capital property, 12.2.3 
 . . Class 14.1 transition to, 12.1.4, 12.2.2, 
 13.4.11
 .  family  farm. See  Family  farm  corpora- 
 tions 
 .  farmland held by, 14.3.1.5
 .  life insurance policy, beneficiary, 7.8.4 
 .  livestock  adjustment  available,  2.4.3,
 12.1.1, 13.3 
 .  majority  interest partner, defined, 8.4, 
 12.1.5
 .  method of calculating income, 12.2.1
 .  NISA. See NISA
 .  non-arm’s length transfers, 4.3, 12.3.2 
 .  offside, 12.2.6
 .  partnerships, transfers to, 8.4 
 .  rented farm  property, 9.4.4 
 .  section 97(2) election, 4.8, 8.4, 12.1.4
 .  shares, transfer of, 7.8.4 
 .  subsidiary, use of, 8.2.5 
 .  tax rates. See Tax rates 
 .  terminal loss. See Terminal loss 
 .  transfer of assets by individual. See Sec- 
 tion 85 rollover 
 .  transfer of assets by partnership, 12.2.3, 
 12.2.4 
 .  transfer  of  eligible  capital  property,
 7.8.2, 12.2.2.2.1 
 .  winding-up, 7.8.2, 12.3.9.1

 Cost amount
 .  defined, 8.4 
 .  depreciable  property  not of prescribed 
 class, 12.1.4 

 Craig case, 5.3.5 
 .  2013 budget, 5.3.6 

 Credits and deductions, 11.1 

 Crops 
 .  consumed  by  farmer,  otherwise  sold, 
 3.4.3 
 .  harvested after death, 9.8 
 .  perennial, App. VII 

 Cumulative eligible capital 
 .  defined, 4.2 

 Cumulative  eligible  capital  account, 
 12.2.2.1 

 Cumulative net investment loss (CNIL) 
 .  tax on split income (TOSI),  6.6.4 

 Death  of farmer. See  also  Transfers  on 
 death 
 .  property owned by at, 9.8
 .  treatment of inventory on, 3.2.3, 3.2.4 

 Debt forgiveness, 7.3 
 .  foreclosures, 7.2, 7.3.1 
 .  highlights, 7.3.1 
 .  perceived abuse of old rules, 7.3.1 
 .  summary of old rules, 7.3.1 
 .  transfers of interest, farm  property, 7.2 

 Deceased taxpayer

 .  business income in year of death, 9.10
 .  NISA. See NISA
 .  partnership, 9.10

 Deemed dividends. See Dividends.

 Deferred cash purchase ticket, 3.4.8

 Deferred payments, 3.4.8

 Depletion, 3.5.6
 .  woodlot, 3.4.4

 Depreciable  capital  property,  deemed
 proceeds of, 9.5, 9.5.2

 Depreciable property. See Stop-loss rules

 “Depreciable property of prescribed class”,
 8.2.3

 Distribution, new  definition, 12.3.3

 Dividends, 7.8.4
 .  capital gains strip, 12.3.1
 .  deemed, 7.8.4
 .  intercorporate, 12.3.1
 .  Part IV  tax, 12.3.2
 .  proceeds of disposition, 12.3.2
 .  taxation of, 12.4

 Divisive reorganization. See Corporations

 El rates and premiums, App. VI

 Earth substances, sale of, 3.4.9

 Election
 .  cash method of accounting, to use, 2.4.1
 .  defer capital gains, replacement prop-
 erty, 7.5
 .  family farm  partnerships/corporations
 . . elect amount of deemed realization
 . . . transfer on death to child, 9.4.4
 . . . . electing out of rollovers, 9.5
 . . . . transfers of interests acquired prior
 to V-day, 9.4.4.1
 . . . . transfers to non-partners, 9.4.4.2
 .  farm  partnership
 . . avoid  application  of  general  rule,
 12.1.5
 .  fisherman
 . . change to cash method of accounting,
 13.3
 .  goods and services tax
 . . sale of business, 14.3.1.1
 .  NISA  Fund #2, re, 8.2.2.2
 .  not to  have  NISA  rollover  provisions
 apply, 9.7
 . pay tax on rights or things over 10 years,
 9.7
 .  principal residence, change of use, 8.3
 .  replacement property, 4.2, 7.5
 . . rules after January 1, 2017, 4.2.1
 . . rules before January 1, 2017, 4.2.2
 .  s. 70(6.2) election, 9.3
 .  s. 85 election, 4.8, 8.4, 12.2.2
 .  separate return for rights or things, 9.8
 .  transfer on death to child
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 . . elect amount of deemed realization, 9.5 
 . . . considerations, 9.5 
 . . . enables accrued  capital loss to  be 
 recognized, 9.5 
 . . . ensures maximum  advantage can be 
 obtained, 9.5 
 . . . generally, 9.5 
 .  transfer to spouse trust then to child 
 . . elect amount of deemed  proceeds, 
 9.5.2 

 Eligible capital property, 9.6 
 .  capital dividend account, 4.7.2
 .  capital gain exemption, 12.2.2.2.1 
 .  ceasing to carry on business, 4.4 
 . . rules after January 1, 2017, 4.4.1 
 . . rules before January 1, 2017, 4.4.2 
 .  Class 14.1, 8.2.4, 13.4.11 
 .  defined, 4.1, 7A.1A 
 .  depreciable property, 8.2.4 
 .  dispositions of 
 . . capital gain treatment, 4.7 
 .  election on, 4.7.3 
 .  exempt gains balance, 4.7.1 
 .  farm  quotas, 4.1 
 . . arm’s length transfer, 4.3 
 . . dispositions of, 4.3.1, 4.7.3 
 . . non-arm’s length acquisitions, 4.3.1 
 . . . rules after January 1, 2017, 4.3.01 
 . . . rules before January 1, 2017, 4.3.02 
 . . non-arm’s length transfer of, 4.3 
 . . transfer and ownership issues, 4.9 
 . . transfers to corporation or partnership, 
 4.8 
 . . treatment on death, 4.5 
 . . . rules after January 1, 2017, 4.5.1 
 . . . rules before January 1, 2017, 4.5.2
 .  fishing, 13.4.11 
 .  history of, 4.1 
 .  inter vivos transfers of, 8.2.3
 . . to  a  spouse  or common  law  partner, 
 8.2.3.1 
 . . to a child, 8.2.3.2 
 .  not a right or thing, 9.6 
 .  replacement property rules, 4.2 
 .  stop-loss rules, 4.4, 7.8.2 
 . . rules after January 1, 2017, 4.4.1 
 . . rules before January 1, 2017, 4.4.2 
 .  transfer on death, 9.6 
 .  transitional rules. See Transitional rules 

 Employee/employer relationship, App. VII 

 Enjoyment, 14.3.1.3 

 Evolving tax system, 1.1.2, 1.1.3 

 Examples 
 .  business limit reduction, passive 
 income, 12.6.3 
 .  capital cost allowance, 3.3 
 .  capital cost allowance, expired rules, 3.3 
 .  cash method, advantages/disadvantages, 
 2.3 
 .  cash method, rules, 2.4.2 
 .  cash/accrual method contrasted, 2.4.2 
 .  elective inventory adjustment, 2.4.3 

 .  mandatory inventory adjustment
 . . application of rule, 2.4.4.5
 . . when required, 2.4.4.2
 .  offside corporations, 12.2.6
 .  optional  inventory  adjustment,  2.4.3,
 12.1.1, 13.3
 .  partnership reallocation, 12.1.13
 .  small business deduction, 12.5.3
 .  specified animal, valuation
 . . generally, 2.4.4.4
 .  unit price method of inventory valuation,
 3.2.2

 Expenses
 .  automobile expense, 3.5.9
 .  Christmas tree growers, 3.5.10
 .  clearing land, 3.5.4
 .  deductibility, 3.4.15
 .  depletion, 3.5.6
 .  digging water wells, etc., 3.5.10
 .  dikes, dugouts, lagoons, 3.5.10
 .  farm  home, 3.5.8
 .  general, 3.5.1
 .  irrigation dam, 3.5.10
 .  land, clearing, levelling, drainage, 3.5.4
 .  prepaid, 3.4.15
 .  public utilities, installation of, 3.5.10
 .  rental expense, 3.5.7
 .  replacing trees, bushes, 3.5.10
 .  residence, 3.5.8
 .  roads, cost of, 3.5.10
 .  tile drainage, 3.5.4
 .  wages, 3.5.5
 .  water wells, 3.5.10
 .  Western  Grain  Stabilization  levies,
 3.5.10

 Expropriation, 14.3.1.1

 Extinguishment of debt, 7.3

 Family farm  or fishing corporation, 12.2.4,
 12.2.5. See also Family farm  partnership
 .  bequests, 9.5
 .  capital gains  on  disposition  of shares,
 7A.2
 .  child, defined, 8.2.2.2
 .  inter vivos transfer, 8.2.5
 .  loop operation, 9.5
 .  property used  principally in  business of
 farming or fishing, 7A.5, 7A.Sch.3
 .  share of capital stock in, defined, 8.2.5,
 9.4.4
 . share of stock in, 7A.2, 7A.Sch.5, 12.2.5
 .  succession, 12.2.6
 .  rollover, 7A.8, 9.4.3, 9.4.5, 9.5.2, 9.5.3
 .  “substantially all” of assets, 8.2.5, 9.4.4
 .  tainted, 9.4.4
 .  transfer to child, 9.4.1, 13.8
 . . electing out of rollover rules, 9.4.3
 . . land owned on V-day, 9.4.1.1
 . . transfers of depreciable property not of
 a prescribed class, 9.4.2
 . . transfers  of depreciable  property  of
 prescribed class on V-day, 9.4.1.2
 .  transfer to spousal trust then to child or
 common-law  partner, 9.5.1
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 . . generally, 9.5.3 
 . . land and depreciable property, 9.5.2 

 Family  farm  partnership. See  also  Family 
 farm  or fishing corporation 
 .  butterfly rules, 12.3.4 
 .  inter vivos transfer, 8.2.5 
 .  intercompany dividends, 12.3.4 
 .  interest in 
 . . defined, 8.2.5, 9.4, App. III.3 
 . . qualified farm  property, is, 9.4 
 .  rented farm  property, 9.4.4 
 .  section 55 amendments, 12.3.3 
 .  transfer on death to child, 9.4.4, 13.8 
 . . electing out of rollover rules, 9.4.5 
 . . transfer of interests acquired prior to V- 
 day, 9.4.4.1 
 . . transfer  of interests  to  non-partner, 
 9.4.4.2 
 .  transfer to  spouse, spousal trust then  to 
 child or common-law  partner, 9.5.1 
 . . generally, 9.5.3 
 . . land and depreciable property, 9.5.2 

 “Farm  gate” doctrine, 1.3.2 

 Farm  home 
 .  deductible expenses, 3.5.8, 8.3
 .  part of principal residence, 3.5.8 
 .  where  capital cost allowance  claimed, 
 8.3

 Farm  income. See Income 

 Farm  loss. See also Restricted farm  loss 
 .  cases, 5.3.5 
 .  cash basis, 12.2.1, 12.2.2 
 .  chief source of income, 5.3.6 
 .  reasonable expectation of profit, 5.2 

 Farm  operation 
 .  bonus from, App. III.3 
 .  retiring allowance, App. III.3 

 Farm  or fishing partnership, 12.1, App. VII. 
 See also Family farm  or fishing partnership 
 .  adjusted  cost base  of partnership  inter- 
 est, 12.1.3, 12.2.4 
 .  affiliated, 7.8 
 .  allocation  of profit calculated  on  cash 
 method, 12.1.8 
 .  artificial allocation of profits, 12.1.13
 . . example, 12.1.13 
 .  basic herd, 12.1.11 
 .  capital gain exemption, 12.1.2
 .  capital loss, 7.8.3 
 .  cash method available, 12.1.1 
 .  deceased  taxpayer. See  Deceased  tax- 
 payer 
 .  dividends, taxation of, 12.4 
 .  existence of partnership, 12.1.2 
 . . husband/wife situation, 12.1.12 
 .  family  business  transfers,  2021  Bill, 
 12.3.3 
 . . siblings, 2.9 
 .  farmland held by, 14.3.1.5 
 .  fiscal year-end, 9.10 
 .  husband/wife partnership, 12.1.12 

 .  interest in, 7A.3, 7A.Sch.4
 .  judicial interpretation, 12.1.12
 .  majority  interest partner, defined, 8.4,
 12.1.5
 .  partnership, defined, 12.1.1
 .  partnership income, App. VII
 .  partnership property, 12.1.7
 .  principal residence, 7A.10, 12.1.10
 .  property  retained  outside  partnership,
 12.1.6
 .  restricted farm  loss, 12.1.9
 .  Stub Period, 2.10
 .  terminal loss. See Terminal loss
 .  transfer of property by majority interest
 partner, 12.1.5
 .  transfer of property to
 . . depreciable property, 12.1.4
 . . election to avoid general rule
 . . . Form  T2059 reproduced, App. V
 . . . formalities, 12.1.4
 . . . generally, 8.4, 12.1.5
 . . general rule, 12.1.4
 . . inventory, 12.1.4
 . . siblings, 2.9
 .  winding-up, 12.1.14
 .  year-end, proposed, 2.10

 Farm  property
 . disposition of, 3.4.13
 .  qualified. See  Qualified  farm  or fishing
 property
 .  transfer of, App. 111.3

 Farm  quotas. See also Government right
 .  capital gain treatment, dispositions, 4.7
 .  capital gains inclusion rates, 4.6
 .  ceasing business, 4.4
 .  generally, 4.1
 .  replacement property rules, 4.2
 .  stop-loss rules, 4.4
 .  transfer of quota, 4.3
 . . corporation or partnership, 4.8
 . . non-arm’s length, 4.3
 . . ownership issues, 4.9
 . . s. 14(3), 4.3
 . . s. 85, 4.8, 12.2.2
 . . s. 97(2), 4.8
 .  treatment on death, 4.5
 . . rules after January 1, 2017, 4.5.1
 . . rules before January 1, 2017, 4.5.2

 Farm  taxation
 .  unique elements, 1.1.1

 Farmers
 .  accounts receivable, 9.8
 .  “baby boom” farmers, aging, 1.1.2
 .  ceasing  to  carry  on  farming  business,
 2.8, 4.4
 .  crops, consumed, 3.4.3
 .  deceased. See Death of farmer
 .  employment insurance
 . . Guide T4005 reproduced, App. XI
 .  evolving tax system, 1.1.2, 1.1.3
 .  exchange of products, 3.4.5
 .  fall fair prizes. See Income
 .  gift of saleable farm  products, 3.4.5
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 .  income tax, 1.3 
 .  inventories, 9.8 
 .  non-resident, becoming, 2.7 
 .  produce, consumed, 3.4.3 
 .  property owned by at death, 9.8 
 .  records, 1.2 
 .  special rules no longer appropriate, 1.2 
 .  statistics, 1.1 
 .  supplies on hand, 9.8 
 .  tax provisions affecting, 1.1.1, 1.3.2 
 .  transfer of products, 3.4.5 
 .  wages. See Wages 

 Farming 
 .  activities 
 . . determination of, 1.3.2 
 . . statement of, Form  T2042 reproduced, 
 App. V 
 .  defined, 1.1.1, 1.3.1, 1.3.2 
 .  income 
 . . Guide T4002 reproduced, App. XI 
 . . “significant endeavours” test, 5.3.5 
 .  main purpose test, 9.4.1 
 .  other activities performed in addition to, 
 1.3.2 
 .  question of fact, 1.3.2 
 . . separate business, 1.3.2 
 .  what is it, generally, 1.3 to 1.3.2 

 Farming business
 .  ceasing to carry on, 2.8 
 .  chief source  of income, 5.3.3, 5.3.5, 
 5.3.6 
 .  whether operation is
 . . cases, 1.3.2 
 . . criteria used by administration, 1.3.2 

 Farmland. See  Goods  and  Services  Tax 
 (GST) 

 Feed manufactured by a mill, 2.4.2 

 Financial statements 
 .  farmers, 2.4.5 
 .  fishermen, 13.11 

 Fiscal year-end, 9.10 

 Fish raising, 1.3.2 

 Fishers. See also Fishing. 
 .  Aboriginal fisheries, 13.7 
 . . next to reserve, 13.7 
 . . taxation of, 13.7 
 . . taxation  of  compensation  to  non- 
 aboriginal commercial fisheries, 13.7.1 
 . . . taxation  of compensation  to  non- 
 aboriginal fisheries —  denial of “core” li- 
 cences, 13.7.1.2 
 . . . . surrogatum  principle, 13.7.1.1, 
 13.7.1.2 
 . . . taxation  of compensation  to  non- 
 aboriginal fisheries —  denial of “core” li- 
 cences  resulting  legislative  revisions, 
 13.7.1.2 
 . . . taxation  of compensation  to  non- 
 aboriginal fisheries —  denial of “supple-
 mentary” licences, 13.7.1.1 

 . . . . surrogatum  principle, 13.7.1.1
 .  accounting
 . . accrual method, 13.3, 13.4.5
 . . capital cost allowance, 13.3, 13.4.5,
 13.4.8, 13.4.9, 13.9
 . . cash method, 13.3, 13.4.5
 . . Class 14.1, 13.4.11
 . . depreciable property, 13.4.11
 . . election to change method, 13.3
 . . expenditures, 13.3, 13.4.5
 . . inventory, 13.3, 13.4.9
 . . inventory method, 13.4.5
 . . joint venture, 13.9
 . . partnership, 13.9
 . . reporting, 13.9
 . . qualifying period, 13.9
 . . remuneration, 13.4.1, 13.9
 . . tax return, 13.4.1
 .  capital gains exemption, 12.2.5, 13.8
 .  capital gains reserve, 13.8
 .  concessions, 13.1
 .  employees of, 13.5
 .  employment insurance
 . . Guide T4005 reproduced, App. XI
 .  financial statements, 13.11
 .  fishing vessel for personal use, 13.4.13
 .  form  of organization, 13.9
 .  generally, 13.1
 .  goods and  services tax. See Goods and
 Services Tax (GST)
 . income
 . . bonuses, 13.4.3
 . . government  grants  and  payments,
 13.4.2
 . . income, 13.3, 13.4.1, 13.4.3
 . . patronage dividends, 13.4.3
 . . rebates, 13.4.3
 .  investment tax credit, 13.4.4
 .  labour force steady increase, 13.1
 .  losses
 . . application of, 13.10
 . . no loss restriction rule, 13.6
 .  payment of tax, 11.2, 13.12
 .  reporting income, 13.11
 . specific items
 . . automobile expenses, 13.4.12
 . . capital cost allowance, 13.4.8
 . . eligible capital property, 13.4.11
 . . fishing licences
 . . . generally, 13.4.11
 . . . qualifies as government right, 13.4.11
 . . food, 13.4.7
 . . house expenses, 13.4.12
 . . Investment Tax Credits, 13.4.4, 13.4.9
 . . licences, 13.4.11
 . . nets and traps, 13.4.9
 . . repairs, 13.4.10
 . . wages, 13.4.5, 13.4.6
 .  tax  deduction  at source  election, Form
 TD3F reproduced, App. V
 .  tax liability, 13.1
 .  tax return, 13.4
 . . box codes, 13.4
 .  transfers of property, 13.8

 Fishing
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 .  activities 
 . . Form  T2121 reproduced, App. V 
 .  benefits, 13.9 
 .  Canada pension plan, 13.12 
 .  definitions, 13.1 
 . . business, 13.2 
 . . fishing, 13.2 
 .  employment insurance, 13.9, 13.12 
 .  form  of organization, 13.9 
 . . qualifying period, 13.9 
 .  income 
 . . accrual method, 13.3 
 . . cash method, 13.3 
 . . classification, 13.2 
 . . Guide T4002 reproduced, App. XI 
 . . Investment Tax Credit, 13.4.4 
 . . miscellaneous amounts, 13.4.3 
 . . no loss restriction rule, 13.6 
 . . reporting, 13.11 
 . . stop loss rule, 13.6 
 .  joint venture, 13.9 
 .  partnership, 13.9 
 .  tax payment, 13.12 
 . . financial responsibilities, 13.12 

 Foreclosures, 7.3 

 Form  of business activity 
 .  farmers. See Farm  partnership; Corpora- 
 tion carrying on farming business 
 .  fishers, 13.9 

 Forms 
 .  reproduced, App. V 

 Forward averaging (former rules), 1.1.3 

 Futures contracts, 3.4.15 
 .  risk management, 3.4.16 

 GAAR. See  General anti-avoidance  rule 
 (GAAR) 

 Gasoline tax rebates. See Rebates 

 General Anti Avoidance Rule (GAAR), 1.4 
 .  “avoidance transaction”, 1.4 
 .  “tax benefit” to taxpayer, 1.4 

 Gift, saleable farm  products, 3.4.5 

 Goods and services tax (GST) 
 .  Act, defined, 14.1 
 .  animal products, 14.2.11 
 .  assets, sale of, 14.3.1.1 
 .  automobiles, 3.5.9 
 .  barley, 14.2.4 
 .  bees, 14.2.1 
 .  business, defined, 14.3.1.1 
 .  byproducts, 14.2.11 
 .  commercial activity, defined, 14.1.1 
 .  conveyors, 14.2.11 
 .  crop shredders, 14.2.11 
 .  deemed sales, 14.3.1.4 
 .  eggs, 14.2.5 
 .  election, sale of business, 14.3.1.1 
 .  exemptions, 14.3.1.1 
 .  farm  assets, 14.3.2.1 
 .  farm  livestock, 14.2.1 

 .  farm  operations
 . . purchase and sale, 14.3.2
 . . supplies and purchases, 14.3.1.1
 .  farmland, 14.3.1.1, 14.3.1.7
 . . business use, 14.2.11, 14.3.1.7
 . . exemptions, 14.2.11, 14.3.1.1
 . . held  by  corporation, partnership  or
 trust, 14.3.1.5
 .  feed  ingredients/by-products,  14.2.11,
 14.6
 .  feedlot operations, 14.2.3
 .  fertilizer in bulk, 14.2.6
 .  fish, 14.2.9
 .  fishing, property relating to, 14.7
 .  flax seed, 14.2.4
 .  fodder crops, 14.2.2
 .  forage mixtures, 14.2.2
 .  general comments, 14.1
 .  general requirements, 14.1.1
 .  goodwill, 14.3.2.2
 .  grains, 14.2.2
 .  GST Memorandum  300-3-4 (New  Series
 —  Chapter 4.4), 14.4
 .  GST Memorandum  300-4-1, 14.3.1.2
 .  GST Memoranda (New  Series —  Chapter
 4.4), 14.4
 .  hay, 14.2.2
 . hops, 14.2.4
 .  incidental supplies, 14.2.11
 . leases, 14.2.11
 .  livestock feeding systems, 14.2.11
 .  mulchers, 14.2.11
 .  personal trust, defined, 14.3.1.1
 .  personal use  and  enjoyment, 14.3.1.2,
 14.3.1.3
 .  personal-use  property  exemption,
 14.3.1.1
 .  pesticides, 14.2.11
 . planter animal products, 14.2.11
 . poultry, 14.2.1
 .  poultry feeding systems, 14.2.11
 .  prescribed property, 14.2.11, 14.7
 .  quota, 14.2.11
 .  rabbits, 14.2.1.1
 .  real property, 14.3.1.1
 .  regulations, text of, 14.7
 .  related, defined, 14.3.1.3
 .  scope, 14.1
 .  Seed Tables, 14.5
 .  seeds, 14.2.2
 .  share-cropping arrangement, 14.2.10
 .  shellfish, 14.2.9
 .  silage, 14.2.2
 .  standing timber, 14.3.1.6
 .  straw, 14.2.4
 .  sugar beets, 14.2.4
 .  sugar cane, 14.2.4
 .  taxable supply, 14.1.1
 .  tobacco leaves, 14.2.8
 .  trailers, 14.2.11
 .  transfers of interest, farm  property, 7.2
 .  wagons, 14.2.11
 .  wool, 14.2.7
 .  zero-rated, defined, 14.2.1
 .  zero-rated  supplies,  14.1.1,  14.2.11,
 14.4

 Taxation  of Farmers and  Fisherme nI-8

 TFFNovember 2023-2 



 Goodwill. See  Goods  and  Services  Tax 
 (GST) 

 Government contact information, App. X 

 Government grants and payments 
 .  fishermen, 13.4.2 
 .  transfer on death, 9.6 

 Grain participation certificates, 9.8 

 Grandparent, defined, 7A.1 

 Grape growing, 1.3.2 

 Gravel 
 .  sales, 3.4.9 
 .  transfer  to  child  of  land  containing, 
 8.2.3.2

 Gross revenue, defined, 7A.7 

 GST. See Goods and services tax (GST) 

 Harvest corp, right to 

 Health tax, App. VI

 Hobby farm
 .  business, 14.3.1.1 
 .  commercial activity, 14.3.1.4 

 Hobby  farmers. See  also  Restricted  farm 
 loss 
 .  chief source of income, 5.3.3 
 .  history of development, 5.3.2
 .  overview, 5.1 
 .  reasonable expectation of profit, 5.2 
 .  Stewart, 5.2.2 
 .  Tonn, 5.2.1
 .  Wells, 5.2.2 

 Horse racing activities, 1.3.2 

 Income, 3.4 
 .  adjustments, 3.4.3 
 .  breeding bees, sales of, 3.4.8 
 .  breeding  herds, drought-induced  sales, 
 3.4.8
 .  compensation  for  destroyed  animals, 
 3.4.15
 .  computation  of. See  Income, computa-
 tion of 
 .  crops, right to harvest, 3.4.15 
 .  crops harvested after death, 9.8 
 .  deferred payments, 3.4.8 
 .  deceased, amounts entitled  to  receive, 
 9.8 
 .  earth substances, sale of, 3.4.9 
 .  fall fair prizes, 3.4.15
 .  farm  income, 3.4.15 
 . . Guide RC4060 reproduced, App. XI 
 . . Guide RC4408 reproduced, App. XI 
 .  farm  products, 3.4.5 
 .  gasoline tax rebates, 3.4.15 
 .  general, 3.4.1
 .  gift of saleable farm  products, 3.4.5 
 .  insurance proceeds, 3.4.15 

 .  investment income, 3.4.16
 .  liability, settlement of, 3.4.5, 13.1
 .  measurement of, 2.2
 .  non-farming, 5.3.3
 . . Gunn decision, 5.3.4
 . . Moldowan decision, 5.3.3
 .  partnership income, App. VII
 .  patronage dividends, 3.4.7
 .  products consumed, 3.4.3
 .  products, exchange or transfer of, 3.4.5
 .  quota rights, 3.4.6
 . rental income, 3.4.10
 .  safe income on hand, 12.3.3, 12.3.4
 .  sale, 12.3.2
 .  standing crops, 3.4.15
 .  subsidies, 3.4.2
 .  types of,
 .  woodlot, 3.4.4

 Income, computation of
 .  cash method, 2.4.2, 2.4.2, 2.4.4, 3.5.2
 .  credits and deductions, 11.1
 .  expenses. See Expenses
 .  generally, 3.1 to 3.5
 .  inventories. See Inventory

 Income from  property. See Income

 Income stabilization program. See NISA

 Income Tax Application Rule (ITAR)
 .  property owned on December 31, 1971,
 8.2.1.1
 .  Part XVII Property, 8.2.1.1

 Income tax folios
 . reproduced, App. II
 . . S1-F3-C2, Principal Residence, App. II
 . . S1-F5-C1, Related Persons and Dealing
 at Arm’s Length, App. II
 .  S4-F11-C1,  Meaning  of Farming  and
 Farming Business
 . . cash method, 2.4.1
 . . judicial interpretations of farming and
 fishing, 1.3.2
 . . legislative  provisions of farming  and
 fishing, 1.3.1

 Income tax returns. See Separate returns

 Income tax rulings. See Rulings

 Indefeasible vesting
 .  circumstances where it applies, 7.6
 .  circumstances where it does not apply,
 7.6
 .  generally, 7.6
 .  rules which require, 7.6
 .  whether vesting occurred, 9.5.2

 Independent contractor, 1.3.2
 .  feedlot operator, 1.3.2
 .  livestock raising, 1.3.2
 .  relationship, App. VII
 .  sharecropping arrangement, 1.3.2

 Information Circulars
 . list of, referred to, App. III
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 Instalments. See Tax, payment of 

 Insurance proceeds, 3.4.15 

 Inter vivos transfers of farm  property 
 .  capital gains exemption, 8.1.2 
 .  capital property  other than  depreciable 
 property 
 . . arm’s length transaction, 8.2.2 
 . . overview, 8.2.2 
 . . transfer to  farm  land  to  child, 8.2.2.2, 
 13.8 
 . .  transfer to  spouse, spouse  trust, etc, 
 8.2.2.1, 13.8 
 .  corporations, to. See Corporations, part- 
 nerships, transfers to 
 .  depreciable  property  not of prescribed 
 class
 . . adjusted cost base equal to capital cost, 
 8.2.3.4 
 . . generally, 8.2.3.4 
 . . Part XVII system 
 . .. no  recapture or terminal loss on  dis- 
 position, 8.2.3.4 
 . . transfer to spouse, spouse trust, etc. 
 .  depreciable property of prescribed class 
 . . arm’s length transaction, 8.2.3 
 . . Class 14.1, 8.1.2 
 . . generally, 8.2.3 
 . . transfer to child 
 . . . attribution rule, 8.2.3.2 
 . . . “depreciable property of a prescribed 
 class”, 8.2.3.2 
 . . . generally, 8.2.3.2 
 . . . transfer of woodlot, gravel pit, 8.2.3.2 
 . . . transfer to spouse, spouse trust, etc.,
 8.2.3.1 
 .  dispositions of property, 8.1 
 . . arm’s length, 8.1, 8.2.1 
 . . “rollover” provision, 8.1 
 .  eligible  capital  property.  See  Eligible 
 capital property 
 .  family farm  corporation. See Family farm 
 corporation 
 .  family farm  partnership. See Family farm 
 partnership 
 .  /has been used/, meaning of, 8.1.1 
 .  partnerships, to. See Corporations, part- 
 nerships, transfers to 
 .  principal residence, 8.3 
 .  /principally/, meaning of, 8.1.1, 8.1.2 
 .  property of income nature 
 . . accrual method, 8.2.1, 13.3 
 . . arm’s length, 8.2.1 
 . . cash method, 8.2.1, 13.3 
 . . remuneration, 8.2.1 
 . . timing, 8.2.1

 Interest in crops sown, 9.8

 Interest on instalments. See Tax, payment of 

 Interpretation Bulletins 
 .  IT-77R, 2.4.2 
 .  IT-109R2, 8.2.1 
 .  IT-156R, 1.3.2
 .  IT-206R, 1.3.2 

 .  IT-212R3, 3.2.3, 9.8
 .  IT-259R4, 4.2.2, 7.5
 .  IT-268R3, 8.2.1.1, 9.5
 .  IT-273R2, 13.4.2
 . IT-313R2, 9.6
 . IT-322R, 1.3.2
 .  IT-344, 9.6
 . IT-349R3, 9.5
 . IT-373R2, 3.4.4
 . IT-373R, , 8.2.3.2
 .  IT-419R2, 12.1.4
 . IT-423, 3.4.9
 .  IT-427R, 2.4.3, 8.4, 9.8
 . IT-433R, 2.4.2, 12.1.4, 12.2.2
 .  IT-436R, 2.4.2
 . IT-449R, 7.6
 .  list of, referred to, App. I

 Introduction
 .  judicial interpretation, 1.3.2
 . . contracts for services, 1.3.2
 . . . feedlot operator, 1.3.2
 . . . independent contractor, 1.3.2
 . . . livestock raising, 1.3.2
 . . . “loops” operations, 1.3.2
 . . . sharecropping arrangement, 1.3.2
 . . multifaceted businesses, 1.3.2
 . . . microFIT program, 1.3.2
 . . . solar energy projects, 1.3.2
 . . single faceted businesses, 1.3.2
 . . simultaneous business activities, 1.3.2
 . . legislative provisions, 1.3.1
 .  “loops” operations, 1.3.2
 .  reasons for publication, 1.1
 .  unique elements of farm  taxation, 1.1.1

 Inventory, 3.2
 .  conversion of capital property to, 7.7
 .  defined, 2.4.3, 3.2, 3.5.3
 .  harvested grain, 9.8
 .  livestock, 9.8
 .  livestock,  grain,  etc.,  not  included,
 12.2.2
 .  mandatory  adjustment. See  Mandatory
 inventory adjustment
 .  methods of valuation
 . . capital cost allowance. See Capital cost
 allowance
 . . generally, 3.2.1
 . . treatment on death of farmer, 3.2.3
 . . unit price method, 3.2.2
 . . when  Canadian  residence  acquired/
 relinquished, 3.2.4
 .  not deductible under 78(1), 8.2.1
 .  optional livestock inventory adjustment,
 2.4.3

 Investment income. See Income

 Investment tax credit
 .  Form  T2SCH31(Corp) reproduced, App. V
 .  Form  T2038-ind reproduced, App. V
 .  relevance to maritime farmers, 11.1.1
 .  research and development, 11.1.2
 . . examples, 11.1.2

 Irrigation costs, 3.5.10
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 Land 
 .  clearing and levelling, 3.4.15 
 .  drainage, 3.4.15 
 .  excess, 14.3.1.1 
 .  expropriated, 14.3.1.1 
 .  subdivided or severed, 14.3.1.1 
 .  vacant, 14.3.1.1

 Land transfer tax
 .  transfers of interest, farm  property, 7.2, 
 12.2.4 

 Lease versus buy decision, 3.4.15 

 Leases 
 .  farm  equipment and vehicles, App. VII 
 .  GST. See Goods and Services Tax (GST) 

 Levelling land. See Expenses 

 Liabilities 
 .  settlement of, 3.4.5, 13.1 

 Licences, fishing 
 .  cost to renew, 13.4.11
 .  Eastern  Canada  commercial  inshore, 
 13.7.2 
 .  Eastern  Canada  Commercial  Inshore 
 Fishing  Licences  Administrative  Guide- 
 lines, 13.7.2 
 .  issuance  to  wholly-owned  corporation,
 tax implications, 13.7.2 
 .  section 85 transfer, 13.7.2

 Livestock
 .  basic herd. See Basic herd 
 .  death, on hand at, 9.5.2, 9.6, 9.7, 9.8
 .  defined, 2.4.3
 .  elective inventory adjustment, 2.4.3 
 .  no capital element in herd, 9.5.2 
 .  optional inventory adjustment, 2.4.3
 .  raising, 1.3.2 
 .  rollover to corporation under s. 85, 8.4

 “Loop” operations, 1.3.2, 9.5

 Losses 
 .  Craig decision, 5.35, 5.36 
 .  generally, 5.1 to 5.4 
 .  legislative attempts to restrict 
 . . “chief source of income”, 5.3.3 
 . . Gunn decision, 5.3.3 
 . . history of development, 5.3.2 
 .  restrictive  farm  losses.  See  Restricted 
 farm  losses 
 .  proposed  new  REOP  legislation,  5.4, 
 12.1.2 
 .  reasonable expectation of profits
 . . generally, 5.2 
 . . proposed new  legislation, 5.4 
 .  Gunn decision, 5.3.3 
 .  Moldowan decision, 5.3.3 
 .  Stewart case, 5.2.2
 .  Tonn decision, 5.2.1 
 .  Walls case, 5.2.2 

 Mandatory inventory adjustment
 .  amendments (1988), 2.4.4.1 
 . . commentary, 2.3

 . . rules, generally, 2.4.4.2
 .  application of rule, 2.4.4.5
 . . valuation of inventory
 .  basic rule, 2.4.4.3
 . . valuation of specified animals, 2.4.4.4
 . . when it must be made, 2.4.4.2

 Measurement of income, 2.2

 microFIT program, 1.3.2

 Milk quota, App. VII

 Minimization of tax, 1.4

 NISA  (Net Income Stabilization  Account).
 See also AgriInvest
 .  Fund #2, 8.2.2.1, 12.2.2
 . section 85 rollover, 12.2.2

 Non-arm’s length transfers, 12.3.2
 . Acquisitions as consequence  of death,
 9.2.1.2
 .  Farm  quotas, 4.3

 Non-depreciable capital property, stop-loss
 rules, 7.21.3

 Non-resident
 .  becoming, 2.7
 .  treatment of inventory, 3.2.4

 Not related, 12.3.3

 Nothings. See Eligible capital property

 Off-calendar year-end, 9.10

 Offside corporations. See Corporations

 Old age security, App. VI
 .  transfers of interest, farm  property, 7.2

 Ontario Agricultural Commission, 1.3.2

 Parent, defined, 7A.1, 9.9

 Parents, transfer to
 .  generally, 9.9
 .  parent, defined, 9.9
 .  rollover between family members
 . . generally, 9.9
 .  rollover to parent on child’s death
 . . election, 9.9
 . . prior law, 9.9
 . . provision applies after 1983, 9.9
 . . requirements for, 9.9
 . . unusual results, 9.9
 . . where change in nature of asset, 9.9

 Partial butterfly. See Butterfly transactions

 Partnership. See also Farm  partnership
 .  basic elements, 12.1.2
 .  business in common, 12.1.2

 Patronage dividends
 .  farmers, 3.4.6
 .  fishers, 13.4.3

 Payment of tax. See Tax, payment of
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 Payroll taxes, App. VI 

 Permitted  acquisition/exchange/redemp- 
 tion new  definition, 12.3.4 

 Personal tax credits. See Tax credits 

 Personal tax rates. See Tax rates 

 Personal trust. See Trusts 

 Personal use, 14.3.1.3 

 Personal-use property, 3.4.5 
 .  GST exemption, 14.3.1.1 

 Prepaid Expenses, 2.4.2 

 Principal residence
 .  alternative method of computing gain 
 . . generally, 8.3 
 .  defined, 8.3 
 .  designation of 
 . . Folio S1-F3-C2, App. II 
 . . Form  T1079 reproduced, App. V
 . . Form  T1079WS reproduced, App. V 
 . . Form  T2091 reproduced, App. V
 . . only one residence may be designated, 
 8.3 
 .  election re change of use, 8.3
 .  farm  home, 3.5.8, 8.3
 .  farm  partnership, 12.1.10 
 .  gain on, excluded, 8.3 
 .  land exceeds one-half hectare, 8.3 
 .  loss of exemption, 8.3 
 .  not  available  to  partnerships/corpora- 
 tions, 8.3 
 .  spouse, spouse trust, transfer to, 8.3 
 .  where property owned  by partnerships, 
 8.3 

 Prizes, fall fair, 3.4.15 

 Produce, consumed, 3.4.3 

 Profit 
 .  generally, 2.2 
 .  not defined in Act, 2.2 

 Promissory note, 2.4.2 

 Property 
 .  capital. See Capital property 
 .  capital cost, 7.7
 .  change in use, 7.7 
 .  deemed disposition, 7.7 
 .  depreciable. See Stop-loss rules 
 .  disposition of 
 . . Form  T2057 reproduced, App. V
 . . Form  T2058 reproduced, App. V 
 . . Form  T2059 reproduced, App. V
 .  eligible  capital.  See  Eligible  capital 
 property 
 .  farming and fishing, use, 7A.5A
 .  government right, 9.7
 .  inter vivos transfer, 8.1 to 8.4
 . . Federal Budget 2023, 8.2.6 
 . . Gradual  Intergenerational  Transfer 
 rules, 8.2.6 

 . . Immediate  Intergenerational Transfer
 rules, 8.2.6
 . . shares to next generation, 8.2.6
 .  owned December 31, 1971, 8.2.1.1
 .  Part XVII, 8.2.1.1
 .  personal-use. See Personal-use property
 .  principal  residence  by  personal  trust,
 designation
 . . Form  T1079 reproduced, App. V
 . . Form  T1079WS reproduced, App. V
 .  real. See Real property

 Proprietorships
 .  fiscal year-end, 9.10
 . NISA. See NISA
 .  prescribed forest management plans, 7.9

 Provincial taxes
 . health premium, App. VI
 . payroll, App. VI
 . transfers of interest, farm  property, 7.2

 Public utilities, installation of, 3.5.10

 Purchase and sale, agreement of, 14.3.1.1

 Purchase  butterfly. See  Butterfly  transac-
 tions

 Qualified  farm  or fishing  property, 3.4.5,
 7A.3.1
 . capital gains, App. III.3
 . capital gains exemption, 7A
 . . history, 7A
 . CRA  interpretation, 7A.1, 7A.3.1
 .  defined, 7A
 . disposition
 . . deemed, App. III.3
 .  family farm  corporation, App. III.3
 .  interest in  family  farm  or fishing  part-
 nership, 7A.3, 7A.Sch.4
 .  milk quota, App. VIII
 .  options in, App. III.3
 .  partnership, 12.2.4
 .  payment for easement, App. III.3
 .  real property, 7A.1, 7A.Sch.3
 . . spousal trusts, 7A, 7A.1.2
 . share of stock of family farm  or fishing
 corporation, 7A.2, 7A.Sch.5, 12.2.5
 .  substituted property, 7A.1
 .  used in a partnership, App. III.3

 Quota rights, 3.4.6

 Quotas. See  Farm  quotas  Real property,
 14.3.1.1
 .  conversion, 14.3.1.4

 Qualified family property, 7A.1, 7A.3.1

 Real property, 7A.1, 9.4.4
 .  CRA  Technical Interpretations, 7A.1.2

 Reasonable  expectation  of  profit,  5.2,
 14.3.1.1

 Rebates
 .  fishers, 13.4.3
 .  gasoline tax, 3.4.15
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 Related, defined, 14.3.1.3 

 Related party transactions, 12.3.4 

 Rental expense, 3.5.7 

 Rental income, 3.4.10 

 Replacement property rules, 4.2, 7.5 
 .  proration of cost of new  property, 7.5

 Reporting periods
 .  joint ventures, 2.11, 13.9 

 Reserve, section 3.4.2, 9.10 

 Residential complex, 14.3.1.1 

 Restricted  farm  loss, 5.3.6, 14.3.1.1. See 
 also Hobby farmers 
 .  cases. See Cases 
 .  chief source of income, 5.3.3 
 .  farm  partnership, 5.3.1, 12.1.9 
 .  rules, 5.3.1 
 .  section 31, 5.3.1 

 Returns. See Separate returns 

 Revenue Canada update, App. VII 

 Rights or things, 9.8 
 .  accrual method of accounting, 9.8 
 .  payment of tax
 . . election to pay over 10 years 
 . . . Form  T2075, App. V 
 . . . generally, 9.8, 11.2 
 .  separate tax return 
 . . election, 9.8 
 . . generally, 9.8 
 . . restrictions, 9.8 
 .  value of, 9.8 

 Roads, cost of, 3.5.10 

 Rollovers 
 .  child-parent, 7A.8, 9.10 
 .  tax on split income (TOSI) 
 . . inter vivos, 6.6.2 
 . . spousal, 6.6.3 
 .  transfer to children upon death, 7A.8 

 Rulings 
 .  TR-32, rollover of farm  property to more 
 than one child, App. IV 

 Safe income. See Income 

 Sale of goods legislation 

 Sand, soil, sod, stone, sale of, 3.4.9 

 Section 31, 5.3.1 

 Section 85 election. See Section 85 rollover 

 Section 85 rollover. See also Corporations, 
 partnerships, transfers to 
 .  applies to
 . . depreciable property, 12.2.2
 . . NISA  Fund #2, 12.2.2 
 . . quota, 12.2.2

 .  deemed proceeds
 .  election required, 12.2.2
 .  exception, 8.4
 .  generally, 8.4, 12.2.2
 .  mandatory inventory add-back, 8.4
 .  not applicable  to  livestock, grain, etc.,
 12.2.2
 .  transfer of inventory to corporation

 Security, 2.4.2

 Separate returns
 .  business income for year of death,
 .  rights or things, 9.8

 Sharecropping arrangement, 1.3.2

 Shares
 .  convertible, 7.8.4
 .  disposition on death, 7.8.4
 .  family  farm  corporations.  See  Family
 farm  corporations
 .  rollover, 7.8.4
 .  share for share exchange, 7.8.4
 .  transfer of, 7.8.4
 .  trusts, 7.8.4

 Single-wing  butterfly. See  Butterfly  trans-
 actions

 Sisters, 12.3.3

 Small business corporation
 .  defined, 9.5
 .  generally, 9.5
 .  provisions no longer apply, 9.5
 .  repeal of provisions, 9.5
 .  shares revert to parent, 9.5
 .  transfer on death to child, 9.5
 .  transfer to spousal trust then to child or
 common law  partner, 9.5.1
 . . family farm  partnerships, 9.5.3
 . . land and depreciable property, 9.5.2
 . . shares in family farm  corporation, 9.5.3

 Small Business Deduction (SBD)
 .  background, 12.5.1
 .  business limit reduction, passive
 income, 12.6
 . . adjusted  aggregate investment income
 (AAII), 12.6.2, 12.6.4
 . . examples, 12.6.3
 . . mechanics, 12.6.2
 .  designated member, 12.5.2
 .  examples, 12.5.3
 .  passive income rules, 12.6.4
 .  practical difficulties, 12.5.4
 .  shares of a specified class, 12.6.4
 .  specified  cooperative  income  (SCO),
 12.5.2
 .  specified corporate income (SCI), 12.5.2
 .  specified  farming  or  fishing  income,
 12.5.2
 . specified partnership income (SPI),
 defined, 12.5.2

 Solar energy projects, 1.3.2
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 .  Canadian controlled private corporation 
 (CCPC), 3.4.14
 .  capital cost allowance, CRA  interpreta- 
 tion, 1.3.2 
 .  capital cost allowance  (CCA), restric-
 tions, 3.4.14 
 .  farming, CRA  interpretation, 1.3.2
 .  feed-in  tariff (FIT)/micro-FIT  programs, 
 3.4.14 
 .  income  from  a  source, CRA  interpreta- 
 tion, 1.3.2, 3.4.14
 .  limitation  on  CCA, CRA  interpretation,
 1.3.2 

 Specified animals 
 .  defined, 2.4.4.4
 .  valuation, 2.4.4.4 

 Specified class, new  definition, 12.3.4 

 Spin-off butterfly. See Butterfly transactions 

 Split-up butterfly. See Butterfly transactions 

 Spouse,  extended  meaning,  8.2.2.1, 
 8.2.3.1, 9.3 

 Spouse, spouse trust, transfer to 
 .  inter vivos transfers 
 . . capital property other than depreciable 
 property, 8.2.2.
 . .  depreciable  property  of  prescribed 
 class, 8.2.3.1 
 . . eligible capital property, 8.2.3, 8.2.5
 . . principal residence, 8.3 
 .  on death
 . . capital property. See Transfers on death 
 . . capital property to spouse then to child, 
 9.5.1 
 . . capital property to spouse trust then to 
 child, 9.5.2, 9.5.3 
 .  spouse,  extended  meaning,  8.2.2.1, 
 8.2.3.1, 9.3 
 .  spouse trust defined, 9.5 

 Spouse trust, defined, 9..5 

 Standing crops, 3.4.15 

 Standing timber, 3.4.4 
 .  GST. See Goods and Services Tax (GST) 

 Stop-loss rules, 4.4, 7.8, 13.6 
 .  capital dividends, 7.8.4 
 .  current rules, 7.8.4 
 .  depreciable  property, prescribed  class, 
 9.4.1 
 .  depreciable property, transfer of, 7.8.1 
 .  eligible  capital  property,  transfer  of, 
 7.8.2 
 . . rules after January 1, 2017, 4.4.1 
 . . rules before January 1, 2017, 4.4.2 
 .  non-depreciable capital property, trans- 
 fer of, 7.8.3 
 .  proposed rules, 7.8.4 
 .  transfers of depreciable property, 7.8.1 

 Subsequent owner, 7.8.2 

 Subsidies, 3.4.2

 Superficial loss, 7.8.3

 Tax benefit, transactions arranged for, 1.4

 Tax credits, App. VI

 Tax deduction
 .  at  source,  fishermen  election,  Form
 TD3F, reproduced, App. V

 Tax-deferred
 .  transfer, 12.1.4
 .  winding-up of a partnership, 12.1.14

 Tax on Split Income (TOSI)
 .  age requirements
 . . 18 and up, 6.6.2, 6.6.6, 6.6.7
 . . 18 to 24, 6.6.8, 6.6.9
 . . 24 and under, 6.6.1
 . . 25 and up, 6.6.10, 6.6.11
 . . no  age restriction, 6.6.3, 6.6.4, 6.6.5,
 6.6.13
 . . spouse, relevant, 6.6.12
 . . table, 6.6.14
 . “arm’s length capital”, 6.6.9, 6.6.11
 . avoidance, generally, 6.6
 . . “arm’s  length  capital”,  reasonable
 return (ages 18 to 24), 6.6.9
 . . disposition
 . . . qualified  farm  or fishing  property“
 (QFFP), 6.6.5
 . . . qualified small business corporation“
 (QSBC) shares, 6.6.5
 . . death, 6.6.4
 . . exclusions
 . . . business (ages 18 and up), 6.5, 6.6.6
 . . . deceased spouse, 6.6.13
 . . . retired spouse, 6.6.12
 . . . shares (ages 25 and up), 6.6.2, 6.6.10
 . . . table, 6.6.14
 . . inherited property
 . . . (ages 18 and up), 6.6.1
 . . . (ages 24 and under), 6.6.1
 . . marital breakdown, 6.6.3
 . . “no related business” (ages 18 and up),
 6.6.3, 6.6.6
 . . reasonable return (ages 25 and up), 6.5,
 6.6.11
 . . “safe harbour capital return” (ages 18 to
 24), 6.6.8
 . Bill C-74, 6.1
 . “bright-line test”, 6.6.7
 . “business”, 6.6.6
 . capital gains, 6.6.5, 6.6.7, 6.6.9
 . corporation earning income, 6.6.6
 . Cumulative Net Investment Loss (CNIL),
 6.6.4
 . dates
 . . after January 1, 2018, 6.1
 . . prior to January 1, 2018, 6.1
 . evolving system, 1.1.3
 .  “excluded amount”, 6.2, 6.3.3, 6.5, 6.6,
 12.1.2
 .  “excluded business”, 6.5, 6.6.2, 6.6.7
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 .  “excluded shares”, 6.6.10 
 .  family partnership, 6.5, 12.1.2 
 .  family trust, 6.1 
 .  farming partnership, 6.5
 .  fishing partnership, 6.5 
 .  iterative rule, related business, 6.3.3 
 .  key concepts, 6.3 
 .  “kiddie tax”, 6.1 
 .  Lifetime  Capital  Gains  Exemption 
 (LCGE), 6.6.5 
 .  partnerships, 6.5, 12.1.2 
 .  planning, 6.7 
 .  property, 6.6.1, 6.6.2, 6.6.3 
 .  “reasonable return”, 6.5, 6.6.2, 6.6.9 
 .  related business, 6.3.2, 6.3.3 
 .  rollovers 
 . . inter vivos, 6.6.2 
 . . spousal, 6.6.3 
 .  “safe harbour capital return”, 6.6.8 
 .  salaries, 6.5, 6.7 
 .  shares, 6.6.2, 6.6.5, 6.6.6, 6.6.7, 6.6.10 
 .  “side-car structures”, 6.3 
 .  Small Business Deduction, 6.6.10 
 .  “source individual”, 6.3.1 
 .  special rules, 6.6.2, 6.6.3, 6.6.7 
 .  “specified individual”, 6.2, 6.4, 6.6 
 .  “specified  investment business”, 6.6.6, 
 6.6.10 
 .  “split income”, 6.2, 6.3.3, 6.5 
 .  student, full-time status, 6.6.1 
 .  wages, 6.5 

 Tax rates, App. VI 

 Tax, payment of 
 .  fishers, 13.4.3, 13.12 
 .  generally, 11.2 
 .  separate returns. See Separate returns 

 Terminal allowance, 9.6 

 Tile drainage. See Expenses 

 Timber, standing. See Standing timber 

 Title of goods, change of, 2.4.2 

 Tobacco farming 
 .  drying of tobacco in kilns, 1.18 

 Tools, ownership of, App. VII 

 TOSI. See Tax on split income 

 Transfers of farm  property 
 .  capital cost of assets 
 . . acquired  in  non-arm’s length  transac- 
 tion, 4.3.1 
 . . . rules after January 1, 2017, 4.3.1.1 
 . . . rules before January 1, 2017, 4.3.1.2 
 .  corporations, to. See Corporations, part- 
 nerships, transfers to 
 .  former rules 
 . . repealed in Budget of May 23/85, 7.3.1 
 .  general considerations, 7.1 to 7.8.4 
 .  historical background, 7.2
 .  inter  vivos  transfers.  See  Inter  vivos 
 transfers
 .  on death. See Transfers on death 

 .  partnerships, to. See Corporations, part-
 nerships, transfers to
 .  tax reform  (1972), effect of, 7.2

 Transfers  on  death.  See  also  Death  of
 farmer
 . capital property to child, 9.4
 . . depreciable property not of prescribed
 class, 9.4.2
 . . depreciable property of prescribed class
 owned on V-day, 9.4.1.2
 . . land  and  depreciable  property  of
 prescribed class, 9.4.1.1
 . . land owned on V-day, 9.4.1.1
 . capital property to spouse, spousal trust,
 then to child or common law  partner, 9.5.1
 . . land and depreciable property, 9.5.2
 . capital property to  spouse  trust then  to
 child, 9.5.3
 . . family  farm  partnerships/corporations,
 9.5.3
 . capital property to spouse, spouse trust
 . . depreciable property not of prescribed
 class, 9.3
 . . election to have general rules apply, 9.3
 . . transitional rules, 9.3
 . . trust created by taxpayer’s will, 9.3
 . . when special rules apply, 9.3
 . . where beneficial to have general rules
 apply, 9.3
 . capital property, generally
 . . capital property other than depreciable
 property, 9.2.3
 . . depreciable  property  of  prescribed
 class, 9.2.1
 . . property  acquired  as consequence  of
 death, 9.2.1.1
 . . property depreciable under Part XVII,
 9.2.2
 . . rule, general, 9.2
 .  eligible capital property, 9.6
 .  family  farm  partnership/corporation  to
 child. See Family farm  partnership; Family
 farm  corporation
 .  overview, 9.1
 . rights or things. See Rights or things
 . small business  corporation. See  Small
 business corporation
 .  vesting indefeasibly, 9.2.1.3

 Transitional rules
 .  eligible capital property, 8.2.5
 .  farm  quotas, 4.1
 .  fishing licences, 13.4.11
 .  transfers on death
 . . capital property other than depreciable
 property, 9.2.3
 . . eligible capital property, 9.6
 . . family  farm  partnership/corporation,
 9.4
 . . transfer to child, 9.3
 . . transfer to spouse, spouse trust, 9.3
 .  transfers to child, 8.2.3.2

 Trees, cost of, 3.5.10

 Trusts
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 .  capital loss, 7.8.1 
 .  farmland held by, 14.3.1.5 
 .  NISA, 9.7 
 .  personal, 14.3.1.1 
 .  shares, 7.8.4 
 .  spousal, 9.5.2, 9.5.3, 9.8 
 .  terminal loss. See Terminal loss 

 U.S./Canadian Tax Treaty, App. VII 

 Unharvested grain, 2.4.3 

 Vacant land. See Land 

 Vesting. See Indefeasible vesting 

 Wages
 .  children, paid to, 3.4.15
 .  farmers, 3.4.15 
 .  fishers, 13.4.5, 13.4.6 
 .  spouse, paid to, 3.4.15 

 Water wells, digging, 3.5.10

 Ways and Means Motion (Dec 16/87)
 .  mandatory  inventory adjustment, 2.4.4,
 2.4.4.2

 Ways and Means Motion (Jun 22/92)
 .  extended  meaning  of spouse, 8.2.2.1,
 8.2.3.1, 9.3
 .  farm  partnership/corporation
 . . expand list of qualified users, 9.5
 .  inter vivos transfers to child, 8.2.3.2
 .  “substantially” all property, 9.5
 .  transfer of capital property on death
 .  transfer to child on death, 9.4

 Western Grain Stabilization levies, 3.5.10

 Websites
 .  Fisheries, App. IX
 .  Useful agricultural related, App. VIII

 Wine-making, 1.3.2

 Woodlots, 3.4.4
 .  prescribed  forest  management  plans,
 and, 7.9
 .  transfer  to  child  of  land  containing,
 8.2.3.2

 Year end purchase, 2.4.2
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