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REFERENCE:  Paragraph 18(1)(a)  (a lso sect ions 67,  67.2,  67.3 and 
67.4,  subsect ions 13(2) ,  20(16.1) ,  and the def in i t ions  
of  "passenger vehic le,"  "automobi le"  and "motor  vehic le"  
in  subsect ion 248(1) ,  and paragraphs 13(7)(g) ,  13(7)(h) ,  
18(1)(h)  and 85(1)(e.4)  of  the INCOME TAX ACT;  and 
sect ion 7307,  subsect ions 1100(2) ,  1100(2.5)  and 
1101(1af) ,  subparagraph 1100(1)(a)(x .1)  and Class 10.1 
of  Schedule I I  o f  the  INCOME TAX REGULATIONS).  

In terpretat ion bul le t ins ( ITs)  prov ide Revenue Canada's technical  
in terpretat ions of  income tax law.  Due to thei r  technical  nature,  ITs 
are used pr imar i ly  by departmenta l  s taf f ,  tax specia l is ts ,  and other  
ind iv iduals who have an in terest  in  tax mat ters.  For  those readers who 
prefer  a less technical  explanat ion of  the law,  the Department  of fers 
other  publ icat ions,  such as tax guides and pamphlets.  

Whi le the ITs do not  have the force of  law,  they can general ly  be 
re l ied upon as ref lect ing the Department 's  in terpretat ion of  the law to 
be appl ied on a consis tent  basis  by departmenta l  s taf f .  In  cases 
where an IT has not  yet  been rev ised to ref lect  leg is lat ive changes,  
readers should refer  to  the amended legis lat ion and i ts  ef fect ive date.  
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S imi lar ly ,  cour t  decis ions subsequent  to the date of  the IT should be 
considered when determin ing the re levancy of  the comments in  the IT.  

An interpretat ion descr ibed in an IT appl ies as of  the date the IT is  
publ ished,  unless otherwise speci f ied.  When there is  a change in a 
prev ious in terpretat ion and the change is  benef ic ia l  to  taxpayers,  i t  is  
usual ly  ef fect ive for  a l l  fu ture assessments and reassessments.  I f  the 
change is  not  favourable to taxpayers,  i t  wi l l  normal ly  be ef fect ive for  
the current  and subsequent  taxat ion years or  for  t ransact ions entered 
into af ter  the date of  the IT.  

A change in a departmenta l  in terpretat ion may a lso be announced in 
the INCOME TAX TECHNICAL  NEWS. 

I f  you have any comments regarding mat ters d iscussed in th is  IT,  
p lease send them to:  
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Di rector ,  Business and Publ icat ions Div is ion 
Income Tax Rul ings and Interpretat ions Directorate 
Pol icy and Legis lat ion Branch 
Revenue Canada 
25 Nicholas Street  
Ot tawa ON  K1A 0L5 

Interpretat ion bul le t ins can be found on the Revenue Canada Internet  
s i te  at :  www.rc.gc.ca  
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Application 
This bul le t in  cancels and replaces Interpretat ion Bul le t in  IT-521 dated 
August  25,  1989.  

Summary 
Subsect ion 9(1)  prov ides that  a taxpayer 's  income f rom a business or  
property  is  the prof i t  f rom that  business or  property  subject  to  the 
ru les in  Part  I  o f  the INCOME TAX ACT.  Sect ion 18 conta ins several  
l imi tat ions concerning the deduct ions permi t ted.  The purpose of  
paragraph 18(1)(a)  is  to  deny a deduct ion for  a l l  out lays and expenses 
except  to the extent  that  the out lays or  expenses are made for  the 
purpose of  gain ing or  producing income f rom a business or  proper ty .  
The deduct ion for  speci f ic  out lays and expenses is  d iscussed in other  
prov is ions of  the Act .  Sect ion 67 l imi ts  an otherwise deduct ib le 
amount  to an amount  that  is  reasonable in  the c i rcumstances.  

The purpose of  th is  bul le t in  is  to  prov ide guidel ines to a sel f -  
employed indiv idual  who is  e l ig ib le to deduct  expenses of  operat ing  
a vehic le in  comput ing income f rom a business or  proper ty .  The 
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commentary below discusses the meaning g iven to var ious words and 
expressions,  the types of  expenses that  are deduct ib le and the 
procedures for  apport ion ing those expenses ( inc luding capi ta l  cost  
a l lowance) between personal  and business use.  Also d iscussed are 
the rest r ic t ions that  apply to the deduct ib i l i ty  of  lease payments,  
in terest  and capi ta l  cost  a l lowance,  as wel l  as the types of  use which 
const i tu te personal  use rather  than business use.  

BUSINESS AND PROFESSIONAL INCOME,  a supplementary income tax 
guide,  conta ins d iscussion and examples that  may be helpfu l  to  users 
of  th is  bul le t in .  

References in  th is  bul le t in  to an " indiv idual"  should be read as a 
reference to an indiv idual  other  than a t rust .  

Discussion and Interpretation 
General 
¶ 1.  The terms "passenger vehic le,"  "automobi le"  and "motor  vehic le"  
used throughout  th is  bul le t in  have par t icu lar  s igni f icance.  They are 
def ined in  subsect ion 248(1)  and can be descr ibed as fo l lows:  
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(a)  a "passenger vehic le"  is  an automobi le  (see b below) acqui red 
af ter  June 17,  1987 or  leased under a lease entered in to,  
extended or  renewed af ter  that  date;  

(b)  an "automobi le"  is  

( i )  a  motor  vehic le (see c below) that  is  designed or  adapted 
pr imar i ly  to  carry ind iv iduals on h ighways and st reets and 
that  has a seat ing capaci ty  for  not  more than the dr iver  and 
e ight  passengers,  

 but  does not  inc lude 

( i i )  an ambulance,  

( i i i )  a  motor  vehic le acqui red pr imar i ly  for  use as a tax i ,  a  bus 
used in a business of  t ransport ing passengers or  a hearse 
used in the course of  a business of  arranging or  managing 
funerals ,  

( iv)  except  for  the purpose of  sect ion 6,  a motor  vehic le acqui red 
to be sold,  rented or  leased in the course of  carry ing on a 
business of  se l l ing,  rent ing or  leasing motor  vehic les or  a 
motor  vehic le used for  the purpose of  t ransport ing 
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passengers in  the course of  carry ing on a business of  
arranging or  managing funerals ,  and 

(v)  a motor  vehic le of  a type commonly cal led a van or  p ick-up 
t ruck or  a s imi lar  vehic le 

• that  has a seat ing capaci ty  for  not  more than the dr iver  and 
2 passengers and that ,  in  the taxat ion year  in  which i t  is  
acqui red,  is  used pr imar i ly  for  the t ransportat ion of  goods 
or  equipment  in  the course of  gain ing or  producing income, 
or  

• the use of  which,  in  the taxat ion year  in  which i t  is  
acqui red,  is  a l l  or  substant ia l ly  a l l  for  the t ransportat ion of  
goods,  equipment  or  passengers in  the course of  gain ing or  
producing income; and 

(c)  a "motor  vehic le"  is  an automot ive vehic le designed or  adapted to 
be used on h ighways and st reets but  does not  inc lude 

( i )  a  t ro l ley bus,  or  

( i i )  a  vehic le designed or  adapted to be operated exclus ive ly  on 
ra i ls .  
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Whether  or  not  a vehic le is  "acqui red pr imar i ly"  for  the stated use wi l l  
be decided based on the facts of  the par t icu lar  case.  General ly ,  the 
Department  considers that  the "used pr imar i ly"  test  wi l l  be met  where 
more than 50% of  the d is tance t ravel led by the vehic le is  for  the 
stated purpose.  

¶ 2.  The comments in  th is  bul le t in  are d i rected to 

(a)  a sel f -employed indiv idual  who owns or  leases a "motor  vehic le"  
used by the indiv idual  or  an employee of  the indiv idual  to  earn 
income f rom a business ( inc luding a profession)  of  the indiv idual ,  
and 

(b)  an indiv idual  who is  a member of  a par tnership and personal ly  
owns or  leases a "motor  vehic le"  to  earn income f rom the 
business of  the par tnership and who is  not  fu l ly  re imbursed by the 
par tnership for  a l l  the vehic le 's  expenses that  per ta in to the 
business.  
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Motor Vehicle Expenses 
¶ 3.  Where a "motor  vehic le"  is  used by an indiv idual  in  a taxat ion 
year  par t ly  to  earn business income and par t ly  for  personal  use,  the 
deduct ib le amount  is  normal ly  that  proport ion of  the aggregate of  the 

(a)  to ta l  operat ing expenses (see 5 below) of  the vehic le incurred by 
the indiv idual  in  the year ,  

(b)  capi ta l  cost  a l lowance (see 13 to 20 below),  and 

(c)  in terest  (see 21 below) 

that  the d is tance t ravel led by the vehic le to earn the business income 
is  of  the tota l  d is tance t ravel led by the vehic le for  the year .  For  
example,  where the aggregate of  (a) ,  (b)  and (c)  as descr ibed above 
for  a year  is  $8,000 and the tota l  d is tance t ravel led for  the year  is  
32,000 k i lometres of  which 24,000 represent  business use,  the 
deduct ib le amount  is  $6,000 determined as fo l lows:  

24,000 ×  $8,000 = $6,000

32,000     
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¶ 4.  Should an indiv idual  own or  lease two or  more "motor  vehic les"  
used par t ly  for  business purposes and par t ly  for  personal  purposes,  
the above calculat ion may be appl ied separate ly  for  each vehic le or ,  
for  convenience,  the calculat ion may be appl ied for  both or  a l l  the 
vehic les taken together .  That  is ,  the operat ing expenses,  capi ta l  cost  
a l lowance and interest  (see 5,  13 to 20 and 21 below) for  each "motor  
vehic le"  may be combined and the deduct ib le amount  determined on 
the basis  of  the rat io  of  combined d is tance t ravel led for  business 
purposes to combined tota l  d is tance t ravel led,  prov ided the resul t  so 
determined is  reasonable and not  mater ia l ly  d i f ferent  f rom that  where 
the determinat ion is  made for  each vehic le.  

¶ 5.  The term "operat ing expenses" referred to in  3(a)  above inc ludes 
the cost  of  fuel ,  maintenance ( for  example,  car  washes,  grease,  o i l  
and serv ic ing charges) ,  repai rs  (other  than accident  repai rs  – see  
7 below),  l icences,  insurance and,  except  as noted in  6 below, 
"e l ig ib le"  leasing costs (see 9 to 12 below),  less the aggregate of  a l l  
rebates or  other  amounts (except  where used to calculate the 
"e l ig ib le"  leasing cost)  received or  receivable by the indiv idual  for  the 
expenses and not  inc luded in the indiv idual 's  income. 
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¶ 6.  Where an indiv idual ,  who leases a "motor  vehic le"  on a 
long- term basis  but  is  not  ent i t led to c la im capi ta l  cost  a l lowance on 
i t ,  makes f requent  use of  the vehic le dur ing normal  work hours for  
business purposes,  but  the d is tance t ravel led for  that  purpose is  
comparat ive ly  low,  the "e l ig ib le"  leasing cost  (see 9 to 12 below) for  
that  vehic le may be excluded f rom the operat ing expenses i f  the 
indiv idual  so requests and the c i rcumstances warrant  i t .  The "e l ig ib le"  
leasing cost  is  then apport ioned on the basis  of  a reasonable 
combinat ion of  d is tance t ravel led and t ime the "motor  vehic le"  was 
used for  business purposes.  For  example,  i f  a  "motor  vehic le"  were 
used for  business purposes f ive days out  of  seven in a normal  work 
week,  i t  might  ind icate that  (a l lowing for  personal  use in  the evening,  
usual  hol idays,  t ime of f  for  s ickness,  etc . )  i t  was used 65% of  the t ime 
for  business purposes.  I f ,  on a d is tance- t ravel led basis ,  the vehic le 
were used only 25% for  business purposes,  combin ing the two factors 
might  suggest  that  45% of  the "e l ig ib le"  leasing cost  should be 
at t r ibuted to business use.  However,  where a "motor  vehic le"  is  used 
inf requent ly  for  business purposes,  the apport ionment  must  be on the 
d is tance- t ravel led basis  a lone,  even though the vehic le is  avai lab le at  
a l l  t imes for  business purposes.  
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¶ 7.  Accident  repai r  expenses,  whether  incurred to repai r  damages 
resul t ing f rom the accident  to  a "motor  vehic le"  dr iven by the 
indiv idual  or  to  the property  of  others,  are deduct ib le in  fu l l  i f  the 
vehic le was being used for  business purposes at  the t ime of  the 
accident .  Any amount  deduct ib le is  net  af ter  recover ies through 
insurance or  damage c la ims.  No por t ion of  such expenses is  
deduct ib le i f  the vehic le was being used for  personal  purposes at  the 
t ime of  the accident .  

¶ 8.  To be deduct ib le,  "motor  vehic le"  expenses must  be reasonable 
in  the c i rcumstances and supportable by vouchers.  (The vouchers 
need not  be f i led wi th the indiv idual 's  income tax return;  however,  
they must  be reta ined for  examinat ion on request . )  A c la im by an 
indiv idual  for  "motor  vehic le"  expenses calculated on a cents-per-  
k i lometre (mi le)  basis  is  not  acceptable.  To support  a c la im where a 
"motor  vehic le"  is  used in par t  for  business purposes and in par t  for  
personal  purposes,  a record should be kept  of  to ta l  d is tance t ravel led 
and d is tance t ravel led for  business purposes in  a year .  The record 
should conta in at  least  the date,  dest inat ion and d is tance t ravel led for  
each t r ip .  
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Eligible Leasing Cost 
¶ 9.  Other  than as d iscussed in 10 below for  a "passenger vehic le,"  
the "e l ig ib le"  leasing cost  ( referred to in  5 and 6 above) of  a "motor  
vehic le"  for  a taxat ion year  is  the cost  to  the indiv idual  of  leasing the 
vehic le in  the year .  

¶ 10.  Sect ion 67.3 prov ides that  the "e l ig ib le"  leasing cost ,  referred 
to in  9 above,  of  a "passenger vehic le"  for  a taxat ion year  shal l  not  
exceed the lesser  of  

(a)  the amount  determined by the formula 

(A ×  B)  – C  – D  – E  

30       

and 

(b)  the amount  determined by the formula 

(A ×  B)      

.85 C  – D  – E  
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where in  the formula in  (a)  above 

A is  $600 or  such other  amount  as is  prescr ibed,  

B is  the number of  days in  the per iod commencing at  the beginning 
of  the term of  the lease and ending at  the ear l ier  of  the end of  the 
year  and the end of  the lease,  

C is  the tota l  o f  a l l  amounts deducted in  comput ing the indiv idual 's  
income for  preceding taxat ion years for  the actual  lease charges for  
the vehic le,  

D is  the amount  of  in terest  that  would be earned on the par t  of  the 
tota l  o f  a l l  re fundable amounts for  the lease that  exceeds $1,000,  i f  
in terest  were 

( i )  payable on the refundable amounts at  the prescr ibed rate,  
and 

( i i )  computed for  the per iod before the end of  the year  dur ing 
which the refundable amounts were outstanding,  and 
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E is  the tota l  o f  a l l  re imbursements that  became receivable before 
the end of  the year  by the indiv idual  in  connect ion wi th the lease,  and 

where in  the formula in  (b)  above 

A is  the tota l  o f  the actual  lease charges for  the lease incurred for  
the year  or  the tota l  o f  the actual  lease charges for  the lease paid in  
the year  (depending on the method regular ly  fo l lowed by the indiv idual  
in  comput ing income),  

B is  $20,000 or  such other  amount  as is  prescr ibed,  

C  is  the greater  of  $23,529 (or  such other  amount  as is  prescr ibed)  
and the manufacturer 's  l is t  pr ice for  the vehic le,  

D  is  the amount  of  in terest ,  that  would be earned on that  par t  of  the 
tota l  o f  a l l  re fundable amounts paid on the lease that  exceeds $1,000 
i f  in terest  were 

( i )  payable on the refundable amounts at  the prescr ibed rate,  
and 
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( i i )  computed for  the per iod in  the year  dur ing which 
the refundable amounts are outstanding,  and 

E is  the tota l  o f  a l l  re imbursements that  became receivable dur ing 
the year  by the indiv idual  in  connect ion wi th the lease.  

Subsect ion 7307(3)  of  the Regulat ions prescr ibed the amount  for  A  in  
the formula (a)  above as $650 for  the per iod af ter  August  1989 and 
before 1991,  and af ter  1990 the prescr ibed amount  is  equal  to  the 
tota l  o f  $650 and the greatest  amount  of  the Goods and Serv ices Tax 
(GST) and Provinc ia l  Sales Tax (PST) that  would have been payable 
on a month ly  payment  under the lease in the taxat ion year  of  the 
lessee,  i f  the lease had requi red month ly  payments,  before those 
taxes,  of  $650.  

Subsect ion 7307(1)  of  the Regulat ions prescr ibes the amount  for  B  in  
the formula (b)  above as $24,000 for  an automobi le  acqui red or  
leased under an agreement  entered in to af ter  August  1989 and before 
1991,  and where the automobi le  is  acqui red or  leased,  under an 
agreement  entered in to af ter  1990,  the prescr ibed amount  is  $24,000 
p lus GST and PST payable had the automobi le  been acquired for  
$24,000.  
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Pursuant  to  subsect ion 7307(4)  of  the Regulat ions,  C  in  the 
formula (b)  is  the amount  prescr ibed for  an automobi le  leased under  
a lease entered in to af ter  August  1989 that  is  the amount  equal  to  
100/85 of  the amount  determined for  B  in  th is  formula.  

The prescr ibed rate of  in terest  for  the re levant  per iod is  descr ibed in  
sect ion 4301 of  the Regulat ions.  The rate is  determined quarter ly  and 
can be obta ined f rom any Revenue Canada tax serv ices of f ice.  

For  the purposes of  D  in  the above formulas,  a " refundable amount"  
inc ludes any amount  that  the indiv idual  is  ent i t led to receive f rom the 
lessor  at  some t ime under the lease.  I t  would inc lude an amount  
loaned to the lessor  by the indiv idual  to  ef fect  a reduct ion of  the lease 
payments.  

The amount  determined by the above formulas for  a par t icu lar  taxat ion 
year  for  a "passenger vehic le"  may general ly  be descr ibed as the 
lesser  of  

(c)  the amount  by which $600 (or  such other  amount  as is  prescr ibed)  
t imes the number of  "months"  the vehic le was leased s ince the 
beginning of  the lease,  less any amounts deducted in  pr ior  years 
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for  the lease exceeds the deemed interest  and receivable 
re imbursements referred to in  D  and E ,  respect ive ly ,  of  the above 
formulas,  and 

(d)  the propor t ion (not  exceeding one)  of  actual  lease payments made 
dur ing the year  that  $20,000 (or  such other  amount  as is  
prescr ibed)  is  of  85% of  the amount  descr ibed for  C  o f  the 
formula in  (b)  above,  less the deemed interest  and receivable 
re imbursements referred to in  D  and E ,  respect ive ly ,  of  the above 
formulas.  (This  computat ion is  designed to prov ide a rest r ic t ion 
for  a leased "passenger vehic le"  s imi lar  to  the capi ta l  cost  
a l lowance rest r ic t ion d iscussed in 13 below for  a purchased 
"passenger vehic le." )  

¶ 11.  Where an indiv idual  computes income f rom a farming or  f ish ing 
business us ing the "cash method" descr ibed in  sect ion 28 and the 
tota l  amount  paid in  a par t icu lar  year  on a lease (entered in to before 
Apr i l  27,  1995) is  greater  than the amount  deduct ib le for  the year  as 
determined under the above formulas,  the indiv idual  may be permi t ted 
to c la im al l  or  par t  of  that  greater  amount  subject  to  the fo l lowing 
l imi tat ion.  The indiv idual  wi l l  be permi t ted to deduct  the amount  paid 
in  the year  to the extent  that  the aggregate of  that  amount  and a l l  
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o ther  amounts deducted in  preceding years on the lease does not  
exceed the aggregate of  a l l  amounts on the lease that  would be 
deduct ib le over  the term of  the lease i f  such amounts were requi red to 
be paid in  equal  month ly  payments.  For  example,  assume that  such an 
indiv idual  leases a passenger vehic le for  three years commencing on 
January 1,  1993 and makes a payment  of  $3,000 on that  date and 
makes 36 equal  month ly  payments of  $400 thereaf ter .  I f  we fur ther  
assume that  no refundable amounts in  excess of  $1,000 or  
re imbursements receivable are involved,  the tota l  amount  payable 
under the lease ($17,400)  would be deduct ib le i f  pa id by way of  
36 equal  payments of  $483.33,  because the appl icat ion of  the above 
formulas in  such a case would not  reduce the amount  deduct ib le.  
Thus,  the indiv idual  would be a l lowed to deduct  in  1993 the $7,800 
paid in  that  year .  In  1994 and 1995,  the indiv idual  would deduct  the 
$4,800 paid in  each of  those years.  

Note:  In  a Ways and Means Mot ion re leased by the Min is ter  of  
F inance on June 20,  1996 i t  is  proposed that  paragraph 28(1)(e)  be 
amended to prov ide that  payments (other  than for  inventory)  that  
reduce cash-basis  income of  a farming or  f ish ing business for  a year  
wi l l  not  inc lude prepaid expenses re lat ing to a taxat ion year  of  the 
business that  is  two or  more taxat ion years af ter  the year  of  payment .  
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I t  is  fur ther  proposed that  paragraph 28(1)(e.1)  wi l l  prov ide a 
deduct ion in  a taxat ion year  of  a taxpayer for  amounts paid in  a 
prev ious year  by the taxpayer where the amounts would be deduct ib le 
in  comput ing income for  the current  taxat ion year  f rom the taxpayer 's  
business of  farming or  f ish ing i f  that  income were not  computed in  
accordance wi th the cash method.  To be deduct ib le by a taxpayer the 
amount  wi l l  be requi red to have been paid in  a preceding taxat ion 
year  in  the course of  carry ing on the business of  farming or  f ish ing 
and not  be deduct ib le in  comput ing the income of  the business for  any 
other  taxat ion year .  The amendments,  i f  enacted as proposed,  wi l l  
apply to amounts paid af ter  Apr i l  26,  1995,  except  for  amounts paid 
pursuant  to  wr i t ten agreements entered in to by the payer  before 
Apr i l  27,  1995.  

I f  paragraphs 28(1)(e)  and (e.1)  are enacted as proposed,  the 
fo l lowing is  an example of  the appl icat ion of  those paragraphs.  

Assume that  an indiv idual  computes income f rom a farming or  f ish ing 
business us ing the "cash method" descr ibed in  sect ion 28 and on 
January 1,  1996,  the indiv idual  leases a passenger vehic le for  three 
years,  makes a payment  of  $3,000 on that  date and agrees to pay 
$600 per  month for  1996,  1997 and 1998.  
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The appl icat ion of  paragraphs 28(1)(e)  and (e.1)  would produce the 
fo l lowing amounts:  

1996 – $9,200 [ ($600 ×  12 months)  + $2,000]  

1997 – $7,200 [$600 ×  12 months]  

1998 – $8,200 [ ($600 ×  12 months)  + $1,000]  

Sect ion 67.3 would then be appl ied to the above amounts to determine 
the "e l ig ib le"  leasing cost  for  each year .  

Example – Computation of "Eligible" Leasing Cost 
¶ 12.  The fo l lowing is  an example of  a computat ion of  the "e l ig ib le"  
leasing cost  for  a lease entered in to af ter  1990 for  a "passenger 
vehic le"  us ing the formulas in  10 above for  a taxpayer on the accrual  
basis  of  repor t ing income. 

Assume the fo l lowing set  of  facts:  

(a)  Lease charges payable for  the year  for  the vehic le 
($750 per  month)   $ 9,000
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(b)  Days in  the year  that  the vehic le was leased under 
the par t icu lar  lease 365

 

(c)  Days in  the prev ious year  that  the vehic le was 
leased under the par t icu lar  lease 184

 

(d)  Amount  deducted in the prev ious year  for  the vehic le 
based on the appl icat ion of  the formulas in  10 above 
for  that  year  $ 3,545

 

(e)  Manufacturer 's  l is t  pr ice for  the vehic le $ 30,000  
( 1 )  ( f )  Refundable amount  $ 12,000

(g)  Prescr ibed rate under sect ion 4301 of  the 
Regulat ions 10% ( 2 )  

(h)  Reimbursements receivable for  the year  in  
connect ion wi th the lease of  the vehic le $ 800

 

( i )  Reimbursements receivable for  the year  and for  
prev ious years in  connect ion wi th the lease of  the 
vehic le $ 1,200
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Based on the above,  D of  the formula in  10(a)  above is  $1,655;  that  
is ,  549/365 ×  [ ($12,000 – $1000) ×  .10] ,  and D of  the formula in  10(b)  
is  $1,100;  that  is ,  ($12,000 – $1,000) ×  .10 

Computat ion 

The "e l ig ib le"  leasing cost  is  the lesser  of  

( i )  $748 ( 3 )
 ×  549 – $3,545  – 1,655 – 1,200 = $7,288 

 30    

and 

( i i )  $9,000 ×  $27,600 ( 4 )
   –  $1,100 – 800 = $7,100 

 .85 ×  $32,470 ( 5 )
   

o r  $7,100 

(1)  The refundable amount  of  $12,000 represents an in terest  f ree 
loan made to the lessor  by the indiv idual  at  the beginning of  the lease 
and that  is  to  be paid back by the lessor  at  the end of  the lease.  
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(2)  To s impl i fy  the example,  the rate for  the fu l l  18 months is  
assumed to be 10%. The prescr ibed rate is  subject  to  adjustment  for  
each quarter  of  a par t icu lar  year .  

(3)  $650 p lus GST and PST. 

(4)  $24,000 p lus GST and PST. 

(5)  Greater  of  $27,600 ×  100/85 and $30,000 

Capital Cost Allowance 
¶ 13.  Where an "automobi le"  owned by an indiv idual  is  a "passenger 
vehic le"  cost ing more than $20,000 (or  such other  amount  as may be 
prescr ibed) ,  the amount  of  capi ta l  cost  a l lowance that  may be c la imed 
on the vehic le is  rest r ic ted by l imi t ing the amount  of  the capi ta l  cost  
and the undepreciated capi ta l  cost  of  the re levant  c lass (see 14 and 
15 below).  

¶ 14.  Paragraphs 13(7)(g)  and (h) ,  respect ive ly ,  prov ide that  the 
capi ta l  cost  of  a "passenger vehic le"  to  an indiv idual  is  to  be 
determined as fo l lows:  
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(a)  where the cost  of  the "passenger vehic le"  exceeds $20,000,  or  
such other  amount  as is  prescr ibed,  the capi ta l  cost  of  the vehic le 
shal l  be deemed to be $20,000 or  that  other  prescr ibed amount ,  
as the case may be;  and 

(b)  notwi thstanding (a) ,  where the "passenger vehic le"  is  acqui red by 
the indiv idual  at  any t ime f rom a person wi th whom the indiv idual  
does not  deal  at  arm's length,  the capi ta l  cost  of  the vehic le at  
that  t ime shal l  be deemed to be the least  of  

( i )  the fa i r  market  va lue of  the vehic le at  that  t ime,  

( i i )  the amount  that  immediate ly  before that  t ime was the "cost  
amount"  (as def ined in subsect ion 248(1))  to  that  person of  
the vehic le,  and 

( i i i )  $20,000 or  such other  amount  as is  prescr ibed.  

Subsect ion 7307(1)  of  the Regulat ions,  descr ibed in  10 above,  
prescr ibes the amounts for  the purposes of  paragraphs 13(7)(g)  
and (h) .  

¶ 15.  Under subparagraph 1100(1)(a)(x .1)  of  the Regulat ions each 
"passenger vehic le"  having a cost  of  more than $20,000 (or  such other  
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amount  as may be prescr ibed for  the purposes of  subsect ion 13(2))  
owned by an indiv idual  and used to earn income is  inc luded in 
c lass 10.1 depreciable at  the rate of  30% on a decl in ing balance 
basis .  Subsect ion 1101(1af)  of  the Regulat ions prescr ibes a separate 
c lass for  each such vehic le.  The capi ta l  cost  of  the vehic le in  each 
separate c lass is  determined in the manner set  out  in  14 above.  
"Passenger vehic les"  cost ing less than $20,000 (or  such other  amount  
as may be prescr ibed)  and motor  vehic les such as vans and p ick-up 
t rucks are p laced in  Class 10 and the balance in  the c lass is  subject  
to  capi ta l  cost  a l lowance at  a rate of  30% on a decl in ing balance 
basis .  Certa in other  motor  vehic les,  such as tax i  cabs are inc luded in 
Class 16 and are subject  to  capi ta l  cost  a l lowance at  the rate of  40% 
on the decl in ing balance.  Subsect ion 7307(1)  of  the Regulat ions,  
descr ibed in  10 above,  prescr ibes the amounts for  subsect ion 13(2) .  

¶ 16.  Subsect ion 1100(2)  of  the Regulat ions l imi ts  the capi ta l  cost  
a l lowance to one-hal f  the normal  amount  in  the year  a "motor  vehic le"  
is  acqui red or  became avai lable for  use.  However,  subsect ion 
1100(2.5)  of  the Regulat ions permi ts  an indiv idual  to  c la im,  in  the 
year  of  d isposi t ion of  a "passenger vehic le"  that  was inc luded in 
c lass 10.1 and that  was owned by the indiv idual  at  the end of  the 
preceding taxat ion year ,  one-hal f  the amount  that  the indiv idual  would 
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have been permi t ted to c la im as capi ta l  cost  a l lowance had the 
vehic le not  been d isposed of .  

¶ 17.  Where an indiv idual  is  ent i t led to c la im capi ta l  cost  a l lowance 
in comput ing tota l  "motor  vehic le"  expenses,  the capi ta l  cost  
a l lowance c la im may be calculated by e i ther  of  the fo l lowing methods:  

(a)  by determin ing the amount  of  in terest ,  operat ing expenses and 
capi ta l  cost  a l lowance,  apport ion ing them on the basis  d iscussed 
in 3 above and enter ing the business por t ion on the appropr iate 
l ines on Form T2l24,  STATEMENT OF BUSINESS ACTIV IT IES,  which is  
prov ided wi th the BUSINESS AND PROFESSIONAL INCOME booklet   
(a supplementary income tax guide) .  A l ternat ive ly ,  where there is  
f requent  business use of  the vehic le dur ing normal  work hours but  
the d is tance t ravel led for  that  purpose is  comparat ive ly  low,  the 
capi ta l  cost  a l lowance may be excluded f rom the tota l  amount  to 
be apport ioned on the basis  d iscussed in 3 above and instead be 
apport ioned separate ly  on the basis  d iscussed in 6 above;  that  is ,  
on the basis  of  a reasonable combinat ion of  d is tance t ravel led 
and t ime the vehic le was used for  business purposes;  or  

(b)  subject  to  ( i )  and ( i i )  be low,  by calculat ing capi ta l  cost  a l lowance 
on that  propor t ion of  the capi ta l  cost  (see 14 above concerning 
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the $20,000 l imi tat ion)  of  the vehic le that  the business use is   
o f  the tota l  use and c la iming the a l lowance separate ly  f rom other  
expenses.  This  a l ternat ive method is  acceptable only  i f  

( i )  the propor t ion of  the capi ta l  cost  on which the a l lowance is  
ca lculated is  approximately  equal  to  what  the proport ion for  
business use would be on the d is tance- t ravel led basis ,  or  on 
the combined d is tance- t ravel led and t ime-used basis  
d iscussed in (a)  above,  and 

( i i )  an appropr iate adjustment  under paragraph 13(7)(d)  is  made 
concerning any change in the use regular ly  made of  the 
vehic le for  business and personal  purposes.  

¶ 18.  Where a "motor  vehic le"  is  used sole ly  for  business purposes 
for  par t  of  a year  and sole ly  for  personal  purposes for  the other  par t ,  
appropr iate adjustments under paragraphs 13(7)(a)  and (b)  must  be 
made to capi ta l  cost  a l lowance schedules that  may,  subject  to  the 
comments in  19 below, resul t  in  a recapture of  capi ta l  cost  a l lowance 
or  a terminal  loss.  An example of  where the foregoing procedure 
would apply is  where an indiv idual  pract ises a profession or  carr ies on 
a business (such as that  of  a commission agent)  for  only  par t  of  the 
year .  
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¶ 19.  By v i r tue of  subsect ion 13(2) ,  there wi l l  not  be inc luded in  
an indiv idual 's  income any recaptured capi ta l  cost  a l lowance on a 
c lass 10.1 "passenger vehic le."  Any amount  not  inc luded in income by 
v i r tue of  subsect ion 13(2)  is  deemed to be inc luded in the indiv idual 's  
income for  the purpose of  B of  the def in i t ion of  "undepreciated capi ta l  
cost"  in  subsect ion 13(21)  thus ensur ing that  the resul t  o f  the 
computat ion under the def in i t ion "undepreciated capi ta l  cost"  in  
subsect ion 13(21)  of  the par t icu lar  c lass wi l l  be n i l .  

A lso,  by v i r tue of  subsect ion 20(16.1) ,  an indiv idual  may not  c la im a 
terminal  loss for  a c lass 10.1 "passenger vehic le."  

¶ 20.  For  the purposes of  the Act  and the Regulat ions governing 
capi ta l  cost  a l lowance,  recapture of  capi ta l  cost  a l lowance and 
terminal  losses,  the def in i t ion of  " to ta l  depreciat ion"  in  
subsect ion 13(21)  def ines that  amount  as the aggregate of  amounts 
deducted for  capi ta l  cost  a l lowance and terminal  losses.  The 
def in i t ion inc ludes in  " tota l  depreciat ion"  amounts that  would have 
been deducted as a terminal  loss but  for  subsect ion 20(16.1) ,  as 
d iscussed in 19 above.  
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Interest 
¶ 21.  Where an amount  of  in terest  is  paid or  payable by an indiv idual  
on borrowed money used to acqui re a "passenger vehic le,"  or  on an 
amount  paid or  payable for  the acquis i t ion thereof ,  sect ion 67.2 l imi ts  
the amount  deduct ib le to a maximum of  $250 for  each 30 days in  the 
per iod for  which the in terest  was paid or  payable.  Thus,  the in terest  
referred to in  3(c)  above for  a "passenger vehic le"  is  the lesser  of  the 
re levant  in terest  paid or  payable (depending on the method of  
comput ing income) in  the per iod and the amount  determined by the 
formula 

(A  ×  B )  

30 

where 

A is  $250 or  such other  amount  as may be prescr ibed,  and 

B is  the number of  days in  the per iod for  which the in terest  was paid 
or  payable,  as the case may be.  
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Pursuant  to  subsect ion 7307(2)  of  the Regulat ions,  for  the purposes 
of  A  the amount  prescr ibed for  an automobi le  acqui red af ter  
August  1989 is  $300.  

The comments in  the second sentence of  17(a)  above regarding the 
a l ternat ive method of  apport ion ing capi ta l  cost  a l lowance a lso apply 
to apport ion ing in terest .  

Joint Owners or Lessees 
¶ 22.  Where an indiv idual  owns or  leases a "passenger vehic le"  
jo int ly  wi th one or  more other  persons,  sect ion 67.4 prov ides that  the 
amounts of  $600,  $23,529,  $20,000 and $250 (or  such other  amounts 
replac ing them as may be prescr ibed)  referred to in  10,  13,  14 and 21 
above shal l  be apport ioned among them on the basis  of  the fa i r  
market  va lue of  thei r  respect ive in terests in  the vehic le.  For  example,  
i f  an indiv idual  owned an in terest  va lued at  $9,000 in  a "passenger 
vehic le"  va lued at  $27,000,  the $300 l imi t  referred to in  21 above for  
that  ind iv idual  would be $100 ( that  is ,  $9,000/$27,000 ×  $300) for  
each re levant  30 days ($3.33 per  day) .  
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Section 85 Rollover 
¶ 23.  Where an indiv idual  d isposes of  a "passenger vehic le"  (having 
an actual  cost  to  the indiv idual  of  more than $20,000 or  such other  
amount  as may be prescr ibed)  to a non-arm's length taxable Canadian 
corporat ion pursuant  to  the prov is ions of  subsect ion 85(1) ,  
paragraph 85(1)(e.4)  prov ides that  the amount  the indiv idual  and the 
corporat ion have agreed on in  thei r  e lect ion shal l  be deemed to be 
equal  to  the undepreciated capi ta l  cost  of  the vehic le to the indiv idual  
immediate ly  before the d isposi t ion.  This  ensures that  the cost  amount  
referred to in  14 above wi l l  be mainta ined in  non-arm's length 
t ransfers that  are subject  to  subsect ion 85(1) .  See the current  vers ion 
of  IT-419,  MEANING OF ARM'S  LENGTH for  comments on whether  an 
indiv idual  is  at  non-arm's length wi th a corporat ion.  Subsect ion 
7307(1)  of  the Regulat ions,  descr ibed in  10 above,  prescr ibes the 
amounts for  paragraph 85(1)(e.4) .  

General Remarks 
¶ 24.  A l though expenses incurred in  t ravel l ing between d i f ferent  
premises of  the same business are deduct ib le by an indiv idual  who 
otherwise qual i f ies,  expenses incurred by the indiv idual  for  the 
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purpose of  t ravel l ing between the indiv idual 's  home and p lace of  
business are not ,  unless i t  is  establ ished that  the home is  the base  
of  business operat ions.  I f  the indiv idual  has an of f ice or  other  f ixed 
p lace of  business located e lsewhere,  the home is  normal ly  regarded 
as not  being the base of  business operat ions.  The fact  that  a l l  
serv ices are rendered at  some other  person's  p lace of  business does 
not  necessar i ly  make that  p lace the indiv idual 's  base of  business 
operat ions.  The indiv idual 's  home may be the base of  business 
operat ions even though a room there in is  not  set  as ide and used 
sole ly  for  the purpose of  earn ing income. The fo l lowing are examples 
of  homes that  may be regarded as the base of  business operat ions:  

(a)  the home of  a specia l is t  in  anaesthesia who per forms a l l  o f f ice 
funct ions of  the pract ice at  home, takes emergency cal ls  there,  
renders a l l  serv ices to pat ients at  one or  more hospi ta ls  and has 
no of f ice or  other  accommodat ion at  the hospi ta l  or  at  any other  
p lace other  than the home; 

(b)  the home of  an independent  real  estate agent  who has an of f ice 
there,  has no business accommodat ion e lsewhere and renders 
serv ices to c l ients at  thei r  homes or  at  the s i tes of  real  
proper t ies;  and 
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(c)  the home of  a p lumber,  e lect r ic ian or  painter  whose of f ice is  at  
home where a l l  suppl ies are kept ,  who has no other  p lace of  
business and who renders a l l  serv ices to customers at  whatever  
p laces are necessary to fu l f i l l  contractual  obl igat ions.  

¶ 25.  Travel l ing " in  the course of"  carry ing on a business does not  
inc lude t ravel l ing f rom a p lace where one business is  carr ied on to 
another  p lace where an ent i re ly  d i f ferent  business is  carr ied on.  For  
observat ions on "Travel l ing to Renta l  Propert ies,"  p lease see the 
current  vers ion of  RENTAL INCOME,  a supplementary income tax guide.  

¶ 26.  By v i r tue of  sect ion 67,  "motor  vehic le"  expenses are not  
deduct ib le to the extent  they are unreasonable.  
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Appendix 
Assumptions: 
• Dr.  Lethe is  a sel f -employed anaesthet is t  who pract ices at  the 

General  Hospi ta l .  She does not  have an of f ice where she sees her  
pat ients but  rather  sees them in the hospi ta l  a f ter  they have been 
admit ted.  

• Dr.  Lethe has an of f ice in  her  home where she does a l l  o f  the 
adminis t rat ion work in  connect ion wi th her  pract ice.  

• Dr.  Lethe 's  f iscal  per iod ends on December 31.  

• On November 1,  1993,  Dr .  Lethe t raded- in the automobi le that  she 
had purchased for  $28,000 p lus GST and PST in 1990.  She was 
a l lowed $15,000 as the fa i r  market  va lue of  t rade- in.  The new 
automobi le cost  $55,000 p lus GST and PST. 

• Dr.  Lethe paid in terest  of  $800 in 1993 and $3,200 in 1994 on the 
money she borrowed to buy the automobi le .  She paid no in terest  in  
1993 on the automobi le  that  she purchased in 1990.  
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For  the years 1993 and 1994,  Dr .  Lethe 's  log on the use of  her  
automobi le  reveals that  approximately  20% of  the mi leage dr iven was 
involved in  going to and f rom the hospi ta l .  The log a lso reveals that  
approximately  70% of  the t ime when her  automobi le  was away f rom 
her  home i t  was in  use going to or  f rom the hospi ta l  or  s i t t ing at  the 
hospi ta l .  

Analysis: 
The automobi le  that  Dr .  Lethe purchased in 1990 was p laced in 
Class 10.1 of  Schedule I I  o f  the Regulat ions (see 15 above) s ince the 
prescr ibed amount  for  passenger vehic les purchased in 1990 was 
$24,000 (see the d iscussion of  subsect ion 7307(1)  in  10 above).  
Pursuant  to  subsect ion 1100(2.5)  of  the Regulat ions (see 16 above),  
Dr .  Lethe can inc lude capi ta l  cost  a l lowance of  $1,499(1)  in  
calculat ing the amount  of  automobi le  expenses that  she can deduct  in  
1993 for  th is  automobi le .  (Whi le the proceeds of  d isposi t ion in  1993 
exceeded the 1992 undepreciated capi ta l  cost ,  pursuant  to  
subsect ion 13(2)  (see 19 above),  there is  no recapture of  capi ta l  cost  
a l lowance on Class 10.1 proper ty . )  
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The automobi le  that  Dr .  Lethe purchased in 1993 was p laced in 
Class 10.1 of  Schedule I I  o f  the Regulat ions (see 15 above) s ince the 
prescr ibed amount  for  passenger vehic les purchased in 1993 was 
$24,000 p lus GST and PST on $24,000 (see the d iscussion of  
subsect ion 7307(1)  in  10 above).  The amount  of  $24,000 p lus GST 
and PST was $28,080 in the prov ince where Dr.  Lethe l ived.  Dr .  Lethe 
can inc lude $4,212(2)  in  1993 and $7,160(3)  in  1994 in capi ta l  cost  
a l lowance in calculat ing the amount  of  automobi le  expenses that  she 
can deduct  for  those years for  th is  automobi le .  

Dr .  Lethe can inc lude in terest  of  $610 in 1993 and $3,200 in  1994 in 
calculat ing the amount  of  motor  vehic le expenses that  she can deduct  
in  those years.  The interest  l imi t  d iscussed in 21 above is  
$300/30 ×  61 = $610 in 1993 and $300/30 ×  365 = $3,650 in 1994.  

General ly ,  the personal  use of  an automobi le  inc ludes t ravel l ing 
between a person's  home and p lace of  business.  However,  s ince 
Dr.  Lethe per forms the adminis t rat ive funct ions of  her  profession at  
home and does not  have an of f ice somewhere e lse,  her  home can be 
regarded as her  base of  business operat ions.  Therefore,  t ravel l ing 
between her  home and the hospi ta l  does not  const i tu te the personal  
use of  her  automobi le  (see 24 above).  
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Dr .  Lethe may deduct  approximately  20% of  her  motor  vehic le 
expenses i f  she apport ions them on the basis  of  the d is tance t ravel led 
to earn business income to the tota l  d is tance t ravel led (as descr ibed 
in  3 above)  or  approximately  45% [1/2(20% + 70%)]  i f  she apport ions 
them on the basis  of  d is tance and t ime used in the business (as 
descr ibed in  17(a)  above) .  

Whi le Dr.  Lethe inc ludes the var ious amounts of  capi ta l  cost  
a l lowance and interest  noted above in calculat ing the amount  of  motor  
vehic le expenses for  the year  she must  reduce those amounts to 
ref lect  her  personal  use of  the automobi le  to determine the amount  
that  she can deduct  in  calculat ing her  income. 

(1)  CCA on the Class 10.1 proper ty  purchased in 1990 is  
ca lculated as fo l lows:   

  

 1990 cost  of  acquis i t ion as determined under 
paragraph 13(7)(g)  (see 14 above)  

 
$

 
24,000 

 1990 CCA (30% ×  $24,000 ×  1 /2 ( i ) )   3 ,600 
 1990 UCC  20,400 
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 1991 CCA (30% ×  $20,400)  6,120 
 1991 UCC  14,280 
 1992 CCA (30% ×  $14,280)  4,284 
 1992 UCC  9,996 
 1993 CCA (30% ×  $9,996 ×  1 /2 ( i i ) )  $ 1,499 

CCA on the Class 10.1 ( i i i )  proper ty  purchased in 1993 is  ca lculated 
as fo l lows:  

 1993 cost  of  acquis i t ion as determined under 
paragraphs 13(7)(g)  (see 14 above)  

 
$ 28,080

(2)  1993 CCA (30% × $28,080 × 1/2 ( i ) )  4 ,212
 1993 UCC 23,868

(3)  1994 CCA (30% × $23,868) $ 7,160

( i )  Pursuant  to  subsect ion 1100(2)  of  the Regulat ions,  CCA is  
reduced to one hal f  o f  the normal  amount  in  the year  a motor  
vehic le is  acqui red or  becomes avai lable for  use (see 16 above) .  
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( i i )  Pursuant  to  subsect ion 1100(2.5)  of  the Regulat ions,  CCA is  
reduced to one hal f  o f  the normal  amount  in  the year  a Class 10.1 
motor  vehic le is  d isposed of  (see 16 above).  

( i i i )  Subsect ion 1101(1af)  of  the Regulat ions prescr ibes a separate 
c lass 10.1 for  each passenger vehic le (see 15 above) .  

Explanation of Changes 
Introduction 
The purpose of  the EXPLANATION OF CHANGES is  to  expla in the reasons 
for  the rev is ions to an in terpretat ion bul le t in .  I t  out l ines rev is ions that  
we have made as a resul t  o f  changes to the law,  as wel l  as changes 
ref lect ing new or  rev ised departmenta l  in terpretat ions.  

Reasons for the Revision 
The bul le t in  has been rev ised to ref lect  amendments to the INCOME 
TAX ACT resul t ing f rom S.C.  1994,  c .7 Schedule I I  (S.C.  1991,  c .49 – 
former ly  Bi l l  C-18)  which general ly  apply af ter  1987,  the WAYS AND 
MEANS MOTION AMENDING THE INCOME TAX ACT AND RELATED ACTS 
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issued by the Min is ter  of  F inance on June 20,  1996 and to make 
inc identa l  changes.  

In  a Press Release dated December 12,  1995,  the Par l iamentary 
Secretary to the Min is ter  of  F inance referred to subsect ions 7307(1)  
to  (4)  of  the Regulat ions (as descr ibed in  ¶s 10 and 21 of  the bul le t in)  
and announced that  the subsect ions would not  be changed for  1996.  

Except  as descr ibed in the Note at  the end of  ¶  11,  the comments in  
the bul le t in  are not  af fected by proposed legis lat ion that  has been 
re leased as of  October 30,  1996.  

Legislative and Other Changes 
¶ 1 ref lects the amended def in i t ion of  "automobi le . "  General ly ,  the 
amendment removes f rom the def in i t ion of  "automobi le , "  buses,  vans,  
p ick-up t rucks and motor  vehic les used for  t ransport ing passengers in  
the business of  arranging or  managing funerals .  The amendment 
appl ies to taxat ion years and f iscal  per iods commencing af ter  
June 17,  1987 that  end af ter  1987.  
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¶  10 has been rev ised as fo l lows:  

• to  ref lect  an amendment to sect ion 67.3.  The amendment deletes 
the reference to prov inc ia l  sa les tax and permi ts  taxpayers us ing 
the cash basis  method of  ca lculat ing income to deduct  amounts 
paid in  connect ion wi th the cost  of  leasing a passenger vehic le;  

• to  descr ibe the re levant  prescr ibed amounts;  and 

• to  delete a posi t ion that  re lates to ind iv iduals who compute income 
under sect ion 28 and,  as a resul t  o f  a prepayment  under a lease,  
pay an amount  in  a year  that  exceeds the amount  deduct ib le in  the 
year  under sect ion 67.3.  The comments were moved to ¶ 11.  

The amendment to sect ion 67.3 appl ies to taxat ion years and f iscal  
per iods commencing af ter  June 17,  1987 that  end af ter  1987,  except  
that ,  wi th respect  to  amounts paid or  payable as a re imbursement  in  
respect  of  a lease expense,  i t  is  appl icable to taxat ion years that  end 
af ter  Ju ly  13,  1990.  

¶ 11 is  par t  of  former ¶ 10.  A note has been added at  the end of  the 
paragraph to ref lect  an amendment proposed in the WAYS AND MEANS 
MOTION AMENDING THE INCOME TAX ACT AND RELATED ACTS re leased by 
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the Min is ter  of  F inance on June 20,  1996.  The proposed amendment 
prov ides that  cer ta in payments that  reduce the cash-basis  income of   
a  taxpayer in  a farming or  f ish ing business may not  be deducted in  the 
year  of  payment  but  may be deducted in  a la ter  year .  The 
adminis t rat ive posi t ion descr ibed in  ¶ 11 wi l l  on ly  apply to leases 
entered in to before Apr i l  27,  1995 s ince the Ways and Means Mot ion 
of  June 20,  1996 amend sect ion 28 to ef fect ive ly  produce a statutory 
requi rement  re lat ing to the account ing for  prepaid expenses.  

¶ 12 ( former ¶ 28)  g ives an example of  the appl icat ion of  sect ion 67.3,  
inc luding the changes descr ibed in  ¶ 10,  and ref lects the amounts 
present ly  prescr ibed in  sect ion 7307 of  the Regulat ions.  

¶ 17(a)  ( former ¶ 15(a))  ref lects rev is ions made to Form T2124,  
STATEMENT OF BUSINESS ACTIV IT IES.  

¶  21 ( former ¶ 19)  ref lects an amendment to sect ion 67.2.  The 
amendment e l iminates unintended resul ts  for  taxpayers who use the 
cash basis  method of  ca lculat ing income when interest  is  paid on the 
acquis i t ion of  a passenger vehic le.  The amendment appl ies to taxat ion 
years and f iscal  per iods commencing af ter  June 17,  1987 that  end 
af ter  1987.  
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In  former ¶ 13 the comments concerning the t ransfer  of  vehic les f rom 
c lass 10 to c lass 10.1 have not  been carr ied forward as they are no 
longer re levant .  

Formers ¶s 22 to 24 have not  been carr ied forward as the topics 
d iscussed in those paragraphs are fu l ly  descr ibed in  RENTAL INCOME, 
a supplementary income tax guide.  

An appendix was added to i l lust rate some of  the prov is ions d iscussed 
in the bul le t in .  

Throughout  the bul le t in  we have deleted observat ions which are no 
longer re levant  and we have rev ised some of  the wording to improve 
readabi l i ty  wi thout  a l ter ing the substance.  
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