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NOTE:  In  this  publ icat ion,  the text  inser ted between square brackets 
represents the regular  pr int  in format ion.  

Is this guide for you? 
Are you star t ing a new smal l  bus iness in Canada? Are you operat ing 
one al ready? Then th is  guide is  for  you.  I t  wi l l  in t roduce you to the 
Canada Revenue Agency (CRA) programs and onl ine serv ices you 
need to know about ,  and give an overv iew of  your obl igat ions and 
ent i t lements under the laws that  we administer .  

Many act iv i t ies of  a smal l  business are subject  to d i f ferent  forms of  
taxat ion.  This guide wi l l  help you wi th each of  these,  and wi l l  expla in 
how to p lan for  taxes,  keep records,  and make and report  payments.  

I t  wi l l  a lso expla in:  

•  d i f ferent  k inds of  business st ructures;  

•  goods and serv ices tax/harmonized sales tax (GST/HST);  
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•  excise tax,  excise dut ies,  and the sof twood lumber products export  
charge;  

•  payro l l  deduct ions;  

•  income tax report ing and payment;  

•  audi ts  (how to prepare for  and handle an audi t ) ;  

•  object ions and appeals;  and 

•  e lectronic serv ices.  

For  deta i ls  on some topics,  we wi l l  refer  you to other  publ icat ions 
which are avai lable at  www.cra.gc.ca/forms .  

Note  

This guide inc ludes no GST/HST informat ion that  is  speci f ic  to smal l  
businesses that  are f inancia l  inst i tut ions for  GST/HST purposes.  For 
th is  in format ion,  see Guide RC4022,  GENERAL INFORMATION FOR 
GST/HST REGISTRANTS.  
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I f  you are not  fami l iar  wi th some of the terms used in th is  guide,  see 
"Def in i t ions"  on page 12 [4] .  

The success of  smal l  businesses is  an essent ia l  par t  of  Canada's 
economic growth.  At  the CRA, our  goal  is  to prov ide a l l  the support  we 
can.  We work c losely wi th smal l  businesses to improve serv ices,  
reduce paperwork,  reduce the cost  and t ime of  compl iance,  and 
mainta in conf idence in Canada's tax system. 

I f  you are b l ind or  par t ia l ly s ighted,  you can get  our  publ icat ions in 
bra i l le ,  large pr int ,  etext ,  or  MP3 by going 
to www.cra.gc.ca/alternate .  You can also get  our  publ icat ions and 
your personal ized correspondence in these formats by 
cal l ing 1-800-959-5525 .  

Unless otherwise noted,  a l l  legis lat ive references are to the INCOME 
TAX ACT and the INCOME TAX REGULATIONS. 

La vers ion f rançaise de cet te publ icat ion est  in t i tu lée RENSEIGNEMENTS 
POUR LES PETITES ENTREPRISES CANADIENNES. 
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Definitions 
Terms that are al l  capital ized within a definit ion have their  own 
l ist ing in this section.  

Adjusted cost base (ACB)  –  Usual ly the cost  of  a property p lus any 
expenses to acquire i t ,  such as commissions and legal  fees.  

The cost  of  a CAPITAL PROPERTY is  i ts  actual  or  DEEMED cost ,  
depending on the type of  property and how you acquired i t .  I t  a lso 
inc ludes capi ta l  expendi tures,  such as the cost  of  addi t ions and 
improvements to the property.  You cannot  add current  expenses,  such 
as maintenance and repair  costs,  to the cost  base of  a property.  

For  more informat ion on ACB, see Interpretat ion Bul let in  IT-456,  
CAPITAL  PROPERTY –  SOME ADJUSTMENTS TO COST BASE,  and i ts  Specia l  
Release.  

Appeal  –  A process by which you ask a court  to rev iew the decis ion 
that  the Canada Revenue Agency's Appeals Div is ion made for  the 
Minister  of  Nat ional  Revenue.  
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Arm's length  –  Refers to a re lat ionship or  a t ransact ion between 
persons who act  in  thei r  separate interests.  An arm's length 
t ransact ion is  general ly a t ransact ion that  ref lects ord inary commercia l  
deal ings between part ies act ing in thei r  separate interests.  

"Related persons" are not  considered to deal  wi th each other  at  arm's 
length.  Related persons inc lude ind iv iduals connected by b lood 
re lat ionship,  marr iage,  common- law partnership or  adopt ion ( legal  or  
in  fact) .  A CORPORATION and another  person or  two corporat ions 
may also be re lated persons.   

"Unrelated persons" may not  be deal ing wi th each other  at  arm's 
length at  a par t icu lar  t ime.  Each case wi l l  depend upon i ts  own facts.  
The fo l lowing cr i ter ia wi l l  be considered to determine whether par t ies 
to a t ransact ion are not  deal ing at  arm's length:  

•  whether there is  a common mind which d i rects the bargain ing for  
the par t ies to a t ransact ion;  

•  whether  the par t ies to a t ransact ion act  in  concert  wi thout  
separate interests;  "act ing in concert"  means,  for  example,  that  
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par t ies act  wi th considerable interdependence on a t ransact ion of  
common interest ;  or  

•  whether there is  de facto contro l  of  one party by the other  
because of ,  for  example,  advantage,  author i ty or  in f luence.  

For  more informat ion,  see Income Tax Fol io S1–F5–C1, RELATED 
PERSONS AND DEAL ING AT ARM'S LENGTH.  

Articles of  incorporation  –  A legal  document f i led wi th a provinc ia l  or  
terr i tor ia l  government,  or  the federal  government,  which sets out  a 
CORPORATION's purpose and regulat ions.  

Assessment – A formal  determinat ion of  taxes,  dut ies,  or  other  
amounts to be paid or  refunded.  This descr ipt ion a lso appl ies to a 
reassessment (see NOTICE OF ASSESSMENT).  

Assets  –  Any property owned by a person or  business.  Assets inc lude 
money,  land,  bui ld ings,  investments, inventory,  cars,  t rucks,  boats,  
and other valuables.  Assets can inc lude intangib les such as 
GOODWILL. 
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Bad debt  –  Money owed to you that  you cannot  col lect .  

Balance  –  The amount  le f t  in  an account  af ter  deposi ts  and 
wi thdrawals.  

Budget  –  A plan out l in ing an organizat ion 's f inancia l  and 
operat ional  goals.  

Business expenses  –  Certa in costs that  are reasonable for  a 
par t icu lar  type of  business and that  are incurred for  the purpose of  
earning INCOME. Business expenses can be deducted for  tax 
purposes.  Personal ,  l iv ing,  or  other expenses not  re lated to the 
business cannot  be deducted for  tax purposes.  

Business number (BN)  –  An ident i f ier  assigned to a business to 
s impl i fy and st reaml ine the way the business deals wi th the federal  
government.  A business wi l l  have one BN.  

Calendar year  –  A year  that  begins on January 1 and ends on 
December 31.  
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Canada Pension Plan (CPP)  –  An insurance plan to help Canadians 
provide INCOME for  thei r  ret i rement.  I t  a lso g ives them income i f  they 
become disabled.  Contr ibut ions are d i rect ly re la ted to annual  
earnings.  

Capital  cost al lowance (CCA)  –  The deduct ion you can c la im over a 
per iod of  several  years for  the cost  of  DEPRECIABLE PROPERTY, 
that  is ,  property that  wears out  or becomes obsolete over  t ime,  such 
as a bui ld ing,  furn i ture,  or  equipment,  that  you use in your business or  
professional  act iv i t ies.  

Capital  gains  –  The amount by which the PROCEEDS OF 
DISPOSTION less out lays and expenses is  more than the ADJUSTED 
COST BASE of  CAPITAL PROPERTY. 

Capital  loss  –  The amount  by which the ADJUSTED COST BASE as 
wel l  as out lays and expenses of  CAPITAL PROPERTY is more than the 
PROCEEDS OF DISPOSITIONS. 

Capital  property  –  General ly,  any property of  value,  inc luding 
DEPRECIABLE PROPERTY. Common types of  capi ta l  property inc lude 
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pr inc ipal  res idences,  cot tages,  s tocks,  bonds,  land,  bui ld ings,  and 
equipment used in a business or  renta l  operat ion.  

Commercial  act ivi ty – Any business or  adventure or  concern in the 
nature of  t rade carr ied on by a person.  These act iv i t ies do not 
include :  

•  the making of  EXEMPT SUPPLIES; or  

•  any business or  adventure or  concern in the nature of  t rade 
carr ied on wi thout  a reasonable expectat ion of  prof i t  by an 
indiv idual ,  a personal  t rust ,  or a partnership where a l l  the 
members are indiv iduals.  

Commercia l  act iv i ty a lso inc ludes making a supply of  real  property,  
other  than an exempt supply,  by any person,  whether or  not  there is  a 
reasonable expectat ion of  prof i t ,  and anyth ing done in the course of  
making the supply or  in  connect ion wi th the making of  the supply.  

Confidential i ty  –  The CRA protects income tax,  GST/HST, exc ise 
duty,  EXCISE tax,  and other  re lated tax and DUTY informat ion.  The 
only people wi th access to th is  in format ion are those who are 
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author ized by law or  those whom the taxpayer ,  REGISTRANT, or  
LICENSEE has:  

•  author ized onl ine through My Account  or  My Business Account ;  or   

•  author ized by complet ing Form RC59, BUSINESS CONSENT,  or 
Form T1013,  AUTHORIZ ING OR CANCELLING A  REPRESENTATIVE.  

Corporat ion  –  A form of  business author ized by federal ,  prov inc ia l ,  or  
terr i tor ia l  law to act  as a separate legal  ent i ty.  I ts  purpose and 
regulat ions are set  out  in i ts  ARTICLES OF INCORPORATION. One or  
more persons may own a corporat ion.  

Cost of  goods sold  –  The actual  cost  of  i tems sold in the normal  
course of  business dur ing a speci f ic  per iod.  

Debt  –  An amount  that  is  owed.  I f  you borrow money or  buy something 
on credi t ,  you have created a debt .  

Deemed  –  A legal  term used for  something that  is  considered to be 
something e lse for  a speci f ic  s i tuat ion.  Also appl ies to something 
which hasn' t  occurred yet  but  is  s t i l l  considered to have occurred for  a 
speci f ic  s i tuat ion.  
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Depreciable property  –  Property on which you can c la im a CAPITAL 
COST ALLOWANCE (CCA).  I t  is  usual ly CAPITAL PROPERTY used to 
earn income f rom a business or  property.  The capi ta l  cost  can be 
wr i t ten of f  as CCA over a number of  years.  You usual ly group 
depreciab le propert ies into c lasses. For  example,  d iggers,  dr i l ls ,  and 
tools acquired that  cost  $500 or  more belong in Class 8.  You have to 
base your CCA cla im on the rate assigned to each c lass of  property.  

Disposit ion  –  General ly,  th is  is  the d isposal  of  property by sale,  g i f t ,  
t ransfer ,  or  change in use.  

Duty  –  General ly,  the duty imposed under the EXCISE ACT,  2001,  and 
the EXCISE ACT,  as wel l  as the duty lev ied under cer ta in sect ions of  
the CUSTOMS TARIFF and inc ludes,  wi th some except ions,  the 
specia l  duty.  

Election  – A formal  choice made between the d i f ferent  opt ions 
avai lable under the tax laws to be appl ied to a taxpayer 's  f inancia l  
af fa i rs .  For  income tax purposes,  general ly an e lect ion is  made wi th 
your income tax and benef i t  return.  For GST purposes,  general ly an 
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e lect ion is  made using a speci f ic  form which must  be f i led by a cer ta in 
deadl ine.  

Employment Insurance Program  –  This is  a federal  program that  
provides f inancia l  assistance to people who are temporar i ly out  of  
work.  Employers and employees pay amounts into the Employment 
Insurance Fund.  

Employment insurance premiums  –  These are deduct ions that  an 
employer must  make f rom employees'  paycheques and send to the 
Receiver  General  for  Canada.  Employers must  a lso contr ibute 
employment insurance payments.  

Excise  –  Taxes and DUTIES on the manufacture,  sale,  or  use of  
goods and i tems. 

Exempt supplies – Are suppl ies of  property and serv ices that  are not  
subject  to the GST/HST. GST/HST regist rants cannot  c la im INPUT 
TAX CREDITS to recover the GST/HST paid or  payable on expenses 
re lated to making exempt suppl ies.  
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Fair  market value (FMV)  –  General ly,  i t  is  the highest  dol lar  value 
that  you can get  for  your property in  an open and unrestr ic ted market  
between an informed and wi l l ing buyer and an informed and wi l l ing 
sel ler  who are deal ing at  ARM'S LENGTH wi th each other.  

Fiscal  period  –  The twelve-month per iod over which a business or  
profession reports i ts  income-earning act iv i t ies.  The f iscal  per iod may 
or  may not  coinc ide wi th the CALENDAR YEAR. A business usual ly 
establ ishes i ts  f iscal  per iod when i t  f i les i ts  f i rs t  income tax return.  
See TAX YEAR. 

Goodwil l  –  The excess of  the purchase pr ice of  a business over the 
FAIR MARKET VALUE of  the net ASSETS of  the business.  

Income  – The sum of  revenues earned in a per iod of  t ime.  I t  inc ludes 
revenues f rom salar ies,  wages,  benef i ts ,  t ips,  commissions,  prof i ts  
f rom operat ing a business or  profession,  and investments earned.  

Income statement  –  A f inancia l  s tatement  that  summarizes the resul ts  
of  business act iv i t ies ( income and expenses) for  a per iod of  t ime.  
Somet imes cal led a prof i t  and loss statement.  
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Information sl ips  –  These are forms that  employers,  t rusts,  and 
businesses use to te l l  taxpayers and the CRA how much income was 
earned,  and how much tax was deducted.  

Input tax credit  ( ITC)  –  This is  a credi t  that  GST/HST regist rants can 
general ly c la im to recover the GST/HST paid or  payable for  property 
or  serv ices they acquired,  imported into Canada,  or  brought  in to a 
PARTICIPATING PROVINCE for consumpt ion,  use,  or  supply in  the 
course of  thei r  commercia l  act iv i t ies.  

Instalments  –  Per iodic payments of  income tax that  indiv iduals have 
to pay to the CRA to cover  tax they would otherwise have to pay on 
Apr i l  30.  For GST/HST purposes,  insta lments are per iodic payments 
that  may also be payable by persons who f i le  annual  returns.  

Inventory  –  General ly,  the tota l  va lue of  the goods on hand that  a 
business intends to sel l ,  uses for  manufacture,  or  uses to render a 
serv ice.  In cer ta in cases,  inventory can also inc lude serv ices.  

Lease  –  A contract  under which a property is  rented f rom one person 
or  business to another for  a f ixed per iod of  t ime at  a speci f ied rate.  
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Liabi l i ty  –  A DEBT owed by a person or  business.  

Licensee  –  A person who holds a l icence issued under the EXCISE 
ACT,  2001,  the EXCISE TAX ACT,  or  the EXCISE ACT.  

Loss  –  The amount by which expenses are greater  than revenues.  

Motor vehicle  –  An automot ive vehic le designed or  adapted for  use on 
h ighways and st reets.  A motor  vehic le does not  inc lude a t ro l ley bus 
or  a vehic le designed or  adapted to be operated only on ra i ls .  

Net income  –  Income subject  to income tax af ter  a l lowable deduct ions 
have been subtracted f rom gross or  tota l  income. 

Non arm's length – General ly refers to a re lat ionship or  t ransact ion 
between persons who are re lated to each other.   

However,  a non-arm's length re lat ionship might  a lso exist  between 
unrelated indiv iduals,  par tnerships or  CORPORATIONS, depending on 
the c i rcumstances.  For  more informat ion,  see the def in i t ion of  
"arm's length."  
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Notice of  assessment  –  Document that  we send to taxpayers and 
GST/HST regist rants af ter  we have assessed thei r  returns.  I t  te l ls  
taxpayers or  GST/HST regist rants i f  we made any correct ions to the 
returns or  rebate appl icat ions and,  i f  so,  what  they are.  I t  a lso te l ls  
taxpayers or  regist rants i f  they owe more tax or  what  the amount  of  
thei r  refund wi l l  be.  

Object ion  – F i rs t  s tep in the formal process of  resolv ing a d ispute 
between the CRA and a taxpayer,  regist rant ,  l icensee,  or  other  person 
who th inks the CRA has mis interpreted the facts or  appl ied the law 
incorrect ly.   

Operating expenses  –  The rout ine costs of  running a business.  They 
inc lude expenses for  gasol ine,  e lectr ic i ty,  and of f ice suppl ies.  They do 
not  inc lude the cost  of  bui ld ings or  machinery that  is  expected to last  
for  several  years.  See CAPITAL COST ALLOWANCE. 

Part icipating provinces  –  Provinces that  have harmonized thei r  
provinc ia l  sales tax wi th the GST to implement the harmonized sales 
tax (HST).  Part ic ipat ing provinces inc lude New Brunswick,  
Newfoundland and Labrador,  Nova Scot ia,  Ontar io,  and Pr ince Edward 
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Is land,  but  do not  inc lude the Nova Scot ia of fshore area or  the 
Newfoundland of fshore area except  to the extent  that  cer ta in of fshore 
act iv i t ies are carr ied on in that  area.  

Passenger vehicle  –  A motor  vehic le designed or  adapted pr imar i ly to 
carry people on h ighways and st reets.  I t  seats a dr iver  and no more 
than e ight  passengers.  Most  cars,  s tat ion wagons,  vans,  and some 
pick-up t rucks are passenger vehic les.  They are subject  to the l imi ts  
for  CCA, interest ,  and leasing.  

A passenger vehic le does not  inc lude:  

•  an ambulance;  

•  a c lear ly marked pol ice or  f i re emergency-response vehic les ;  

•  a motor  vehic le you bought  to use more than 50% as a tax i ,  a bus 
used in the business of  t ransport ing passengers,  or  a hearse in a 
funeral  business;  

•  a motor  vehic le you bought  to sel l ,  rent ,  or  lease in a motor  
vehic le sales,  renta l ,  or  leasing business;  
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•  a motor  vehic le (except  a hearse)  you bought  to use in a funeral  
business to t ransport  passengers;  

•  a van,  p ick-up t ruck,  or  s imi lar  vehic le that  seats no more than 
the dr iver  and two passengers and that ,  in  the tax year you 
bought  or  leased the vehic le,  was used more than 50% to 
t ransport  goods and equipment to earn income; 

•  a van,  p ick-up t ruck,  or  s imi lar  vehic le that ,  in  the tax year you 
bought  or  leased the vehic le,  was used 90% or more to t ransport  
goods,  equipment,  or  passengers to earn income; 

•  a p ick-up t ruck that ,  in  the tax year  you bought  or  leased i t ,  was 
used more than 50% to t ransport  goods,  equipment,  or  
passengers whi le earning or  producing income at  a remote work 
locat ion or  at  a specia l  work s i te that  is  at  least  30 k i lometres 
f rom the nearest  communi ty having a populat ion of  at  least  
40,000 persons;  or  

•  a c lear ly marked emergency medical  serv ice vehic le used to carry 
paramedics and thei r  emergency medical  equipment.  
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Payrol l  deductions  –  Income tax deduct ions,  CANADA PENSION 
PLAN (CPP) or  QUEBEC PENSION PLAN (QPP) contr ibut ions and 
EMPLOYMENT INSURANCE ( IE)  PREMIUMS that  are deducted f rom 
an employee's  wages or  salary and sent  regular ly to us.  Employers 
a lso make thei r  own contr ibut ions to the CPP or  QPP, and EI .  

Penalt ies  –  Amounts that  taxpayers,  regist rants,  or  LICENSEES must  
pay i f  they fa i l  to  f i le  returns or  remit  or  pay amounts owing on t ime,  
or  i f  they t ry  to evade paying or  remit t ing tax by not  f i l ing returns.  
Penal t ies must  a lso be paid by people who knowingly,  or  under 
c i rcumstances amount ing to gross negl igence,  par t ic ipate in  or  make 
fa lse statements or  omissions on thei r  returns,  and by those who do 
not  provide the informat ion required on a prescr ibed form. 

Prepaid expense  –  An expense you pay for  in  advance;  an expense 
you incur  for  goods and serv ices you wi l l  receive in a later  FISCAL 
PERIOD; or  an amount you pay in in terest ,  income tax,  munic ipal  tax,  
rent ,  dues,  or  insurance for  la ter  f iscal  per iods.  A prepaid expense is  
inc luded as an asset  on the BALANCE sheet  at  the end of  a f iscal  
per iod.  
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Proceeds of disposit ion  –  General ly,  the amount  you received or  wi l l  
receive for  your  property.  In most  cases,  i t  refers to the sale pr ice of  
the property.  I t  could a lso inc lude compensat ion you received for  
property that  has been destroyed,  expropr iated,  or  s to len.  

Quebec Pension Plan (QPP)  –  A pension p lan equivalent  to the 
CANADA PENSION PLAN (CPP) but  of fered in the province of  Quebec.  
The Quebec provincia l  government  handles the contr ibut ions to 
the QPP. 

Rates of  tax  –  Percentages of  INCOME that  must  be paid as tax.  The 
Department  of  F inance Canada sets the basic income tax rates,  which 
vary progressively wi th the amount of  TAXABLE INCOME. 

Records  –  Documents such as account  books,  sales and purchase 
invoices,  contracts,  bank statements,  and cancel led cheques.  Your 
books and records must  be kept  in  Engl ish or  in  French.  You must  
keep them in an order ly manner at  your business or  res idence in 
Canada for  at  least  s ix  years f rom the end of  the last  TAX YEAR to 
which the records re late.  You must  make these books and other  
documents avai lable to our  of f icers when requested.  
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Refund  –  For  income tax purposes,  i t  is  when an amount  is  sent  to a 
taxpayer because of  the assessment of  a return.  For  GST/HST 
purposes,  i t  is  when the net  tax on a GST/HST return resul ts  in  an 
amount  being refunded to a regist rant .  

Regional  excise duty off ice  –  An of f ice that  serves as the CRA's 
l ia ison wi th regist rants,  LICENSEES, and the general  publ ic  on a l l  
mat ters re lat ing to the Excise Duty Program. 

Registrant – Person who is  registered or  is  required to register  for  
the GST/HST. 

Remittance – A payment of  CPP or QPP, EI ,  income tax,  or  GST/HST 
that  is  paid to us through a f inancia l  inst i tu t ion,  or  that  a business or  
indiv idual  sends d i rect ly to us.  I t  a lso inc ludes the employer 's  share of  
CPP contr ibut ions and EI  premiums. 

Reserves  –  Funds set  as ide to cover future expenses,  losses,  or  
c la ims.  

Salary  –  The amount  an employer pays an employee for  work done.  
Each employer  records th is  type of  employment income on T4 s l ips.  
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Shareholder  –  A person ( indiv idual  or  CORPORATION) who owns 
shares of  a corporat ion.  

Social  insurance number (SIN)  – A unique and personal  number 
g iven to each contr ibutor  to the CANADA PENSION PLAN, QUEBEC 
PENSION PLAN, and EMPLOYMENT INSURANCE PROGRAM. A SIN 
helps record the contr ibut ions and premiums paid into and the benef i ts  
paid out  of  the p lans and the program. Since these socia l  insurance 
plans and program are connected to the tax system, the SIN is  a lso 
used as an ident i f ier  for  federal  income tax purposes.  Everyone who 
f i les an income tax and benef i t  return must  provide a SIN.  

Sole proprietorship  –  An unincorporated business ent i re ly owned by 
an indiv idual .  

Spouse  –  Under the INCOME TAX Act ,  the term spouse  only means a 
marr ied par tner .  The term common-law partner  inc ludes par tners who 
meet  cer ta in condi t ions.  For  more informat ion,  see the GENERAL 
INCOME TAX AND BENEFIT  GUIDE.  
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Supply  –  The provis ion of  property or  a serv ice in any way,  inc luding 
sale,  t ransfer ,  bar ter ,  exchange,  l icence,  renta l ,  lease,  g i f t ,  or  other  
DISPOSITION. 

Tax centres  –  CRA of f ices in d i f ferent  regions of  Canada where we 
process tax returns.  

Tax payable  –  The amount of  income tax that  you must  pay on taxable 
income for  the tax year.  I t  is  a lso the amount of  tax payable on a 
TAXABLE SUPPLY ( for  GST/HST purposes) .  

Tax services off ices (TSOs)  –  CRA of f ices across the country that  
provide a po int  of  contact  for  the publ ic .  For  the address of  and 
serv ices avai lable at  your TSO, go to www.cra.gc.ca/tso .  

Taxable benefi ts  – Amounts of  money,  or  the value of  goods or  
serv ices,  that  an employer pays or  provides in addi t ion to salary.  For  
example,  the contr ibut ion by an employer to a provinc ia l  or  terr i tor ia l  
heal th insurance plan for  an employee is  a taxable benef i t .  
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Taxable supplies  –  These are suppl ies of  property and serv ices that  
are made in the course of  a COMMERCIAL ACTIVITY and are subject  
to GST/HST ( inc luding ZERO-RATED SUPPLIES).  

Taxable income  –  The amount  of  INCOME lef t  af ter  a l l  a l lowable 
deduct ions have been subtracted f rom NET INCOME. This amount is  
used to calculate the TAX PAYABLE. 

Tax year  –  The CALENDAR YEAR or  FISCAL PERIOD for  which 
income tax is  to be paid.  

Tobacco products  –  Manufactured tobacco,  packaged raw leaf ,  or  
c igars.  

Workers'  compensation  –  Money paid to compensate a person 
in jured on the job.  The money is  pa id out  of  an insurance plan funded 
by employers and administered by a provinc ia l  or  terr i tor ia l  workers '  
compensat ion organizat ion.  

Zero-rated supplies – Suppl ies of  property and serv ices that  are 
taxable at  the rate of  0%. This means there is  no GST/HST charged on 
these suppl ies,  but  GST/HST regist rants may be e l ig ib le to c la im ITCs 
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for  the GST/HST paid or  payable on purchases and expenses made to 
provide them. 

Chapter 1 – General information 
Finding information on the web 
You can f ind business informat ion and search by topic 
at  www.cra.gc.ca/business .  

You can also f ind a l is t  of  websi tes  that  might  be usefu l  for  smal l  
businesses on page 171 [32] .  

For  more informat ion on star t ing a business,  see Canada Business 
(Serv ices for  Entrepreneurs)  at  www.canadabusiness.ca .  There you 
wi l l  f ind informat ion f rom the federal ,  provinc ia l ,  and terr i tor ia l  
governments,  as wel l  as  f rom many other  sources.  
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About the CRA 
The Canada Revenue Agency (CRA) is  the federal  government agency 
responsib le for  administer ing tax laws for  the Government of  Canada 
and most  of  Canada's provinces and terr i tor ies,  as wel l  as for  
del iver ing var ious socia l  and economic benef i t  and incent ive programs 
through the tax system. 

The CRA col lects federal ,  provinc ia l  (except  in  Quebec),  and terr i tor ia l  
indiv idual  income taxes.   

The CRA administers and col lects the GST/HST (except  in  Quebec),  
the a i r  t ravel lers secur i ty charge,  the sof twood lumber products export  
charge,  Canada Pension Plan (CPP) contr ibut ions,  employment 
insurance (EI)  premiums, excise dut ies on a lcohol  and tobacco 
products,  excise taxes on gasol ine and fuel - inef f ic ient  vehic les,  and a 
tax on insurance premiums (other  than mar ine) .  

Revenu Québec adminis ters the GST/HST in Quebec,  except  for  
selected l is ted f inancia l  s i tuat ions.  

For  a l l  provinces and terr i tor ies (except  Alber ta and Quebec),  the CRA 
administers federal ,  provinc ia l ,  and terr i tor ia l  corporate income taxes.  
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The CRA also administers Canada's internat ional  tax agreements wi th 
other  countr ies.  Therefore,  we have a key ro le in  help ing Canadian 
business and industry compete in wor ld markets by making sure they 
have a fa i r  envi ronment  in  which to t rade.  

The CRA is commit ted to help ing smal l  businesses in Canada.  I t  
recognizes that ,  as entrepreneurs,  you are very busy making your 
business prof i table.  You may not  a lways have the t ime,  expert ise,  or  
inc l inat ion to do i t  a l l  yoursel f .  In  some c i rcumstances,  you probably 
consul t  wi th  professionals,  such as lawyers,  accountants,  or  customs 
brokers,  to help you wi th your business.  Al though these indiv iduals 
wi l l  help you,  you are the one who is  u l t imately responsib le for  the 
act ions of  your business.  You need to stay informed so that  you can 
work in par tnership wi th the professionals you h i re and wi th the CRA. 

Your responsib i l i t ies are found in the fo l lowing laws of  Canada:  

•  Income Tax Act  ( federal ) ;  

•  provinc ia l  and terr i tor ia l  income tax acts;  

•  Excise Tax Act ;  



–  36  –  

•  Excise Act ;  

•  Excise Act ,  2001;  

•  Ai r  Travel lers Secur i ty Charge Act ;  and 

•  Sof twood Lumber Products Export  Charge Act ,  2006.  

The CRA administers these laws.  However,  the Department  of  F inance 
Canada is  responsib le for  establ ish ing the f iscal  and tax pol ic ies of  
the Government of  Canada.  

When the Minister  of  F inance int roduces a budget ,  i t  may inc lude 
proposed amendments to exist ing legis lat ion.  The Department  of  
F inance Canada then issues budget  documents to expla in the reasons 
behind the changes.  The amendments proposed in the budget  b i l l  have 
to be debated and approved by the Canadian House of  Commons and 
considered and approved by the Senate of  Canada.  The bi l l  becomes 
law when royal  assent  is  g iven by the Governor General  of  Canada.  
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Chapter 2 – Setting up your business 
A business inc ludes:  

•  a profession;  

•  a cal l ing;  

•  a t rade;  

•  a manufacture;  and 

•  an undertak ing of  any k ind.  

For income tax purposes only,  a business a lso inc ludes an adventure 
or  concern in the nature of  t rade.  For  more informat ion,  see 
Interpretat ion Bul let in  IT-459,  ADVENTURE OR CONCERN IN THE NATURE 
OF TRADE.  I t  a lso inc ludes any act iv i ty where there is  a reasonable 
expectat ion of  prof i t  and there is  ev idence to support  that  intent ion.  

For GST/HST purposes only,  a business a lso inc ludes any act iv i ty 
whether or  not  i t  is  engaged in for  prof i t  and any regular  or  cont inuous 
act iv i ty that  involves supplying property by way of  lease,  l icense or  
s imi lar  arrangement.  
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The three most common  types of  business st ructures are:  

•  sole proprietorship ;  

•  partnership ;  and 

•  Corporat ion .  

The type of  s t ructure you choose has a s igni f icant  ef fect  on the way 
you report  your income, the type of  returns you f i le  each year ,  and 
many other  mat ters.  

Sole proprietorship 
A sole propr ietorship is  an unincorporated business that  is  owned by 
one indiv idual .  I t  is  the s implest  k ind of  business st ructure.  

The owner of  a sole propr ietorship has sole responsib i l i t y for  making 
decis ions,  receives a l l  the prof i ts ,  c la ims al l  losses ,  and does not  
have separate legal  s tatus f rom the business.  

I f  you are a sole propr ie tor ,  you pay personal  income tax on a l l  
revenue generated by your business.  You also assume al l  the r isks of  
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the business.  The r isks extend even to your personal  property 
and assets .  

You may choose to register  a business name or  operate under your 
own name or  both.  

Partnership 
A partnership is  an associat ion or  re lat ionship between two or  more 
indiv iduals,  corporat ions,  t rusts,  or  par tnerships that  jo in together  to 
carry on a t rade or  business.  

Each par tner  contr ibutes money,  labour,  property,  or  sk i l ls  to the 
par tnership.  In  return,  each par tner  is ent i t led to a share of  the prof i ts  
or  losses of  the business.  The business prof i ts  (or  losses)  are usual ly 
d iv ided among the partners based on the partnership agreement.  

L ike a sole propr ietorship,  a par tnership is  easy to form. In fact ,  a 
s imple verbal  agreement is  enough to form a par tnership.  However,  
most  par tnerships are governed by a wr i t ten agreement set t ing out  
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ru les for  par tners enter ing or  leaving the par tnership,  the d iv is ion of  
par tnership income, and other  matters.  

The partnership is  bound by the act ions of  any member of  the 
partnership,  as long as these are wi th in the usual  scope of  the 
operat ions.  

A par tnership is  considered to be a person for  GST/HST purposes.  
Therefore,  i t  is  important  that  you st ructure your af fa i rs  in  a c lear  and 
understandable manner,  s ince your report ing and remit tance of  
GST/HST wi l l  depend on the type of  s t ructure you choose.  I f  you are a 
par tnership,  you may want  to set  up a separate bank account ,  have a 
wr i t ten par tnership agreement,  and take other  s teps to make sure that  
i t  is  c lear  that  the business is  not  a sole propr ie torship.  

Corporation 
A corporat ion is  a separate legal  ent i ty.  I t  can enter  in to contracts and 
own property in  i ts  own name, separate ly and d is t inct ly f rom i ts  
owners.  
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A corporat ion may have some of  the fo l lowing features:  

•  I t  is  a separate legal  ent i ty wi th a perpetual  ex istence;  

•  I t  can general ly ra ise larger  amounts of  capi ta l  more easi ly than a 
sole propr ie torship or  par tnership;  or  

•  The shareholders cannot  c la im any loss the corporat ion susta ins.  

When forming a corporat ion,  the owners t ransfer  money,  property,  or  
serv ices to the corporat ion in exchange for  shares.  The owners are 
referred to as shareholders .  

You can buy and sel l  shares in a corporat ion wi thout  af fect ing the 
corporat ion 's  ex istence.  A corporat ion cont inues to ex is t  unless i t  
winds up,  amalgamates,  or  surrenders i ts  charter  for  reasons such as 
bankruptcy.  

You set  up a corporat ion by complet ing art icles of incorporation  and 
f i l ing them wi th the appropr iate provinc ia l ,  terr i tor ia l ,  or  federal  
author i t ies.  
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Are you responsible for  your corporat ion's debts? 

As a shareholder  of  your  corporat ion,  you have l imi ted l iabi l i t y.  This 
means that  you and the other  shareholders are not  responsib le for  the 
corporat ion 's  debts.  However,  l imi ted l iabi l i t y may not  a lways protect  
you f rom credi tors.  For  example,  i f  a  smal ler ,  more c losely held 
corporat ion wants to borrow money f rom a bank or  other  credi tor ,  the 
credi tor  may ask for  the shareholder 's  guarantee that  the debt  wi l l  be 
repaid.  I f  you agree to th is  condi t ion,  you wi l l  be personal ly  l iab le for  
that  debt  i f  the corporat ion does not  pay i t  back.  

This appl ies to taxes owing as wel l .  I f  your  corporat ion owes taxes 
and has obta ined a loan or  secured a l ine of  credi t ,  an advance under 
the loan or  l ine of  credi t  can be intercepted on account  of  the 
corporat ion 's  tax arrears.  Notwi thstanding that  the proceeds of  the 
advance have been paid to the Receiver  General  for  Canada,  the 
corporat ion is  deemed  to  have received the advance and is  l iable to 
the lender as such.  When you have personal ly guaranteed the loan or  
the l ine of  credi t  for  the corporat ion,  you would be l iable jo int ly wi th 
the corporat ion for  the amounts intercepted.  
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Di rectors may also be l iable to pay amounts owed by the corporat ion i f  
i t  has fa i led to deduct ,  wi thhold,  remit  or  pay amounts as required by 
the INCOME TAX ACT,  the EMPLOYMENT INSURANCE ACT,  the CANADA 
PENSION PLAN,  the EXCISE ACT 2001,  and the EXCISE TAX ACT.  

For more informat ion on d i rector 's  l iab i l i t y,  see Informat ion 
Circular  IC89-2R3, DIRECTORS'  L IABIL ITY.  

Business number 
Your f irst  step to doing business with the CRA 

The f i rs t  t ime you register  a business wi th us,  we assign i t  a business 
number (BN).  The BN system is  in  p lace to fac i l i ta te the interact ions 
between businesses and the CRA. This helps businesses reduce costs 
and be more compet i t ive.  I t  a lso increases government ef f ic iency.  

The four  major  CRA business program accounts and thei r  ident i f iers 
are as fo l lows:  

•  RT  – GST/HST 

•  RP  –  payrol l  deduct ions 
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•  RC  –  corporat ion income tax 

•  RM  –  import /export  

A program account  number has three par ts – a BN, a program 
ident i f ier  and,  a reference number.  A whole program account  number 
has 15 characters,  which are composed as fo l lows:  

•  the n ine-dig i t  BN that  ident i f ies the business;  

•  the two- let ter  program ident i f ier ;  and 

•  the four-d ig i t  reference number.  

For  example,  your account  number might  look l ike th is :  

1 2 3 4 5 6 7 8 9 RP 0 0 0 2 

(BN) Program ident i f ier  Reference number 

I f  you had only one account  (GST/HST for  example) ,  i t  would be 
designated as fo l lows:  

1 2 3 4 5 6 7 8 9 RT 0001 
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When making payments or  enquir ies  re lated to your account ,  you have 
to provide the n ine-dig i t  BN and ident i fy the type of  account  in  
quest ion by provid ing the two- let ter  program ident i f ier  and the 
four-d ig i t  reference number.  

You can register  for  a BN by Internet ,  te lephone,  fax,  or  mai l .  The 
Business Regist rat ion Onl ine serv ice at  
www.businessregistrat ion.gc.ca  is  easy to use,  convenient ,  and 
secure.  I t  is  a one-stop,  sel f -serve appl icat ion that  le ts  you register  
for  a BN and any of  the four  major  CRA business program accounts.  At  
the same t ime,  you can register  for  Ontar io,  New Brunswick,  Nova 
Scot ia,  and Br i t ish Columbia programs. I f  your  business 's  mai l ing 
address is  in  Quebec,  we suggest  you v is i t  Revenu Québec's  websi te 
at  www.revenu.gouv.qc.ca .  

Note 
Not a l l  businesses are required to have a BN. I t  is ,  therefore,  
important  that  you rev iew the informat ion for  each type of  account  
before register ing for  a BN. For more informat ion on these accounts,  
inc luding about  register ing for  any of  these accounts,  go to 
www.cra.gc.ca/bn .  
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Are you doing business in Quebec? 

For businesses located in Quebec,  you wi l l  have to register  your 
program accounts for  payrol l ,  import -export ,  or  corporat ion income tax 
wi th the CRA. However,  you wi l l  have to register  your GST/HST 
program accounts  wi th Revenu Québec,  instead of  the CRA, unless 
you are a se lected l is ted f inancia l  inst i tu t ion.  

I f  you are registering for GST/HST program accounts only 

I f  you are register ing for  GST/HST program accounts  only and you 
are not  a selected l is ted f inancia l  inst i tu t ion,  you do not  need to 
register  for  a BN wi th us.  For  more informat ion or  to register ,  v is i t  
Revenu Québec's  websi te at  www.revenu.gouv.qc.ca  or  contact  
Revenu Québec at :  

Revenu Québec 
3800,  rue de Mar ly  
Québec QC  G1X 4A5 

Telephone:  1-800-567-4692  
Outs ide Canada:  1-418-659-4692  



–  47  –  

Do you need a BN? 

I f  you need any of  the four  CRA business accounts l is ted on 
page 43 [9] ,  you wi l l  need a BN. 

However,  before you reg ister  for  a BN, you need to know a few th ings 
about  the business you plan to operate.  For example,  you should know 
the name of  the business,  i ts  locat ion,  i ts  legal  s t ructure (sole 
propr ietorship,  par tnership,  or  corporat ion) ,  and i ts  f iscal  year-end.  
You should a lso have some idea of  what  the sales of  your business 
wi l l  be.  Wi thout  th is  in format ion, you wi l l  not  be able to complete 
Form RC1, REQUEST FOR A BUSINESS NUMBER (BN).  

I f  you are register ing for  a GST/HST account ,  i t  is  important  that  you 
provide a l l  o f  the informat ion required to register .  I f  you register  for  
the GST/HST and your business c la ims a net  tax refund,  the refund 
may not  be paid i f  th is  informat ion is  inaccurate or  incomplete.   

Notes 
I f  you are a sole propr ie tor  or  a par tner  in  a par tnership,  you wi l l  
cont inue to use your social  insurance number  to  f i le  your income 
tax and benef i t  return,  even i f  you have a BN. 
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I f  you decide to incorporate,  you wi l l  need a BN to pay your 
corporat ion income tax and to make insta lment  payments to your 
corporat ion income tax account .  

For  more informat ion about  the BN, go to www.cra.gc.ca/bn ,  or  see 
Booklet  RC2, THE BUSINESS NUMBER AND YOUR CANADA REVENUE 
AGENCY PROGRAM ACCOUNTS.  

Reasons to register 

When decid ing i f  you need to register  for  a BN, you must  consider  
many factors,  such as the reasons for  register ing for  a BN. You only 
need to register  for  those business accounts for  which you need a BN 
to fu l f i l l  your  legal  obl igat ions.  

For example,  you do not  have to register  for  the GST/HST i f  you are a 
smal l  suppl ier .  You are a smal l  suppl ier  i f  your  tota l  revenues f rom 
wor ldwide taxable suppl ies of  proper ty and serv ices ( inc luding those 
of  your  associates) ,  were $30,000 or  less in the last  four  consecut ive 
calendar quarters combined and in any s ingle calendar quarter .  The 
threshold is  $50,000 i f  you are a publ ic  serv ice body (such as a 
char i ty,  non-prof i t  organizat ion,  munic ipal i ty,  univers i ty,  publ ic  
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co l lege,  school  author i ty ,  or  hospi tal  author i ty) .  For  more informat ion 
on these thresholds,  see "Smal l  suppl ier"  on page 68 [13] .   

I f  you th ink your revenues wi l l  be more than $30,000,  (or  $50,000 i f  
you are a publ ic  serv ice body) ,  i t  is  probably wise to register  for  the 
GST/HST sooner rather  than later .  Register ing for  the GST/HST is  the 
same as register ing for  a BN. However,  once you are registered,  you 
must  charge GST/HST on your taxable suppl ies of  property and 
serv ices (other  than zero-rated suppl ies)  as wel l  as f i le  regular  
GST/HST returns whether or  not  you are a smal l  suppl ier .  You have to 
stay registered for  at  least  one year before you can deregister  i f  you 
are st i l l  a  smal l  suppl ier .  

A person may incur a number of  expenses in the course of  
establ ish ing a business,  even before any taxable suppl ies are made. 
Register ing ear ly g ives you cer ta in advantages,  such as the r ight  to 
c la im, f rom the t ime you register ,  any GST/HST paid or  payable on 
your business 's star t -up expenses.  For  more informat ion,  read " Input  
tax credi t "  on page 78 [15]  and see Guide RC4022,  GENERAL 
INFORMATION FOR GST/HST REGISTRANTS. 
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I f  you intend to import  goods into Canada,  you should open an 
import /expor t  account  before you import  the goods.  This wi l l  help 
avoid delays at  the por t  of  entry.  

As soon as you know that  you wi l l  have employees,  you should open a 
payro l l  deduct ions account .  This account  wi l l  le t  you make regular  
payro l l  deduct ions for  your employees and make remit tances on t ime.  
For in format ion on how to make payrol l  deduct ions,  see "Chapter  5 – 
Payrol l  deduct ions and remit tances,"  on page 96 [18] .  

Keeping records 
Five reasons why keeping records can help you 

1.  Complete and organized records can help you identify the 
sources of your income and decide whether you should charge 
GST/HST.  

 You may receive cash or  property f rom many d i f ferent  sources.  I f  
you do not  have records showing your  income sources,  you may 
not  be able to prove that  some sources are non-business or  non-
taxable for  income tax purposes.  You also need to have complete 
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and organized records to show that  your suppl ies are zero-rated or  
not  subject  to GST/HST. 

2.  Complete and organized records can mean tax savings.  

 Good records serve as a reminder of  deduct ib le expenses and 
input tax credits ( ITCs).  I f  you do not  record your t ransact ions,  
you may forget  some of  your expenses or  ITCs when you prepare 
your  income tax or  GST/HST returns.  For  more informat ion on 
ITCs,  see Guide RC4022, GENERAL INFORMATION FOR GST/HST 
REGISTRANTS. 

3.  Complete and organized records can prevent most of the 
problems you might have i f  we audit  your income tax or 
GST/HST returns.  

I f  audi tors cannot  determine your income or  taxable revenues 
because your records are incomplete,  they wi l l  have to use other  
methods to establ ish your income and GST/HST net  tax.  This wi l l  
cost  you t ime.  In addi t ion,  i f  your  records do not  support  your  
c la ims,  they could be d isal lowed.  
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4.  Your records wil l  keep you better informed about the f inancial  
posit ion of your business.  

You need good records to establ ish your  prof i t  or  loss,  as wel l  as 
the value of  your business.  Informat ion f rom good records can a lso 
te l l  you what  is  happening in your business and why.  The 
successfu l  use of  records can show you t rends in your business,  
le t  you compare performance in d i f ferent  years ,  and help you 
prepare budgets and forecasts.  

5.  Complete and organized records may help you get loans from  
banks and other creditors.  

 Credi tors need accurate informat ion about  your f inancia l  pos i t ion 
before they g ive you a loan.  To g ive them th is  in format ion,  you 
need to keep organized records.  Also,  good records show potent ia l  
credi tors that  you know what  is  going on wi th your business.  

Legal requirements for keeping records 

Al l  records such as paper documents and those stored in an e lectronic 
medium (such as on computer  d isk) ,  must  be kept  in  Canada or  made 
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avai lable in Canada at  our  request .  The records must  be in Engl ish or  
French.  For more informat ion on keeping records,  go 
to www.cra.gc.ca/records .  

You can keep your documents outs ide Canada i f  you get  wr i t ten 
permission f rom us.  

What records should you keep? 

You must  keep records of  a l l  your income. Also,  keep a l l  receipts,  
invoices,  vouchers,  and cancel led cheques concerning out lays of  
money.  These out lays inc lude:  

•  salar ies and wages;  

•  operating expenses  such as rent ,  advert is ing,  and capi ta l  
expendi tures;  and 

•  miscel laneous i tems such as char i table donat ions.  

I f  you impor t  goods into Canada,  your records must  show the pr ice you 
paid for  imported goods and l is t  their  or ig in and descr ipt ion.  They 
must  a lso inc lude any paperwork about  the report ing,  re lease,  and 
account ing of  the goods,  as wel l  as the payment  of  dut ies and taxes.  
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You should keep these records at  your p lace of  business or  res idence 
in Canada (unless you get  wr i t ten permission f rom us to keep them 
elsewhere) .  You have to make them avai lable to us on request .  

Your records must be permanent 

Regardless of  the account ing method you use,  your records must  be 
permanent .  They must  conta in a systemat ic  account  of  your  income, 
deduct ions,  credi ts ,  and other  in format ion you need to report  on your 
income tax and GST/HST returns.  

What information should your records contain? 

Your records must :  

•  le t  you determine how much tax you owe,  or  the tax,  dut ies,  or  other  
amounts to be col lected,  wi thheld,  or  deducted,  or  any refund or  
rebate you may c la im; and 

•  be supported by vouchers or  other  necessary source documents.  I f  
you do not  keep your receipts or  other  vouchers to support  your  
expenses or  c la ims,  and there is  no other ev idence avai lable ,  we 
may reduce the expenses or  c la ims you have made. 
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Your records must  meet  the requirements of  the law.  Therefore,  
incomplete records that  use approximate amounts are not  acceptable.  

Note 

I f  you are required to charge GST/HST, you have to inc lude speci f ic  
in format ion on your invo ices.  The informat ion you have to inc lude 
depends on the amount of  the invoice.  For more informat ion,  see 
Guide RC4022,  GENERAL INFORMATION FOR GST/HST REGISTRANTS.  

Retaining and destroying records 

The six-year requirement 

You have to keep records (other  than cer ta in documents for  which 
there are specia l  ru les)  for  s ix  years:  

•  f rom the end of  the last  tax year to which they re late for  income tax 
purposes;  

•  af ter  the last  year  when a record may be required for  GST/HST 
report ing purposes;  and 

•  af ter  the goods are imported or  exported.  
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I f  you f i led your income tax return late,  keep your  records and 
support ing documents for  s ix  years f rom the date you f i led the late 
return.  

The minimum per iod for  keeping records usual ly s tar ts  f rom the last  
year you used the records,  not  the year the t ransact ion occurred or  
the record was created.  

I f  you f i led an object ion or appeal ,  you must  keep al l  necessary 
records unt i l  the latest  of  the fo l lowing dates:   

•  the date the object ion or  appeal  is  resolved;   

•  the date for  f i l ing any fur ther  appeal  has passed;  or  

•  the s ix-year record keeping per iod has passed.  

Request for early destruction 

I f  you want  to destroy your records ear ly,  you have to get  wr i t ten 
permission f rom the CRA. To get  th is  permission,  you have to apply in  
wr i t ing to the d i rector  of  the tax services off ice in  your area by e i ther  
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us ing Form T137,  REQUEST FOR DESTRUCTION OF RECORDS,  or  
prepar ing your own wr i t ten request .  

In addi t ion to our  requirements,  there might  be other  federal ,  
provinc ia l ,  and munic ipa l  laws that  require you to keep records.  Any 
permission received f rom the CRA for  ear ly record destruct ion does 
not  extend to records you are required to keep because of  these 
other  laws.  

For  more informat ion,  go to www.cra.gc.ca/records  and see 
Informat ion Circular  IC78-10R5, BOOKS AND RECORDS 
RETENTION/DESTRUCTION.  

Bringing assets into a business 
You might  t ransfer  to your business assets that  belong to you 
personal ly.  

I f  you are operat ing a sole propr ietorship,  th is  is  a reasonably s imple 
process.  The INCOME TAX ACT requires that  you t ransfer  these assets 
to the business at  thei r  fair  market value  (FMV).  This means that  we 
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consider  you to have sold the assets at  a pr ice equal  to thei r  FMV at  
that  t ime.  I f  th is  amount  is  greater  than your or ig inal  purchase pr ice,  
you must  report  the d i f ference as a capi ta l  gain on your income tax 
and benef i t  return.  

Your business wi l l  show a purchase of  these assets,  wi th a cost  equal  
to the FMV at  the t ime of  the t ransfer .  This is  the value that  you wi l l  
add to the capital  cost al lowance  (CCA) schedule for  income tax 
purposes.  

For income tax purposes,  when you t ransfer  the property to a 
Canadian partnership or  a Canadian corporat ion,  you can t ransfer  the 
property for  an e lected amount .  This amount  may be d i f ferent  f rom the 
FMV, as long as you meet  cer ta in condi t ions.  The elected amount  then 
becomes your proceeds for  the property t ransferred,  as wel l  as the 
cost  of  the property to the corporat ion or  par tnership.  

The ru les regarding these t ransfers of  property are technical .  They 
a l low you to change your  business type f rom a sole propr ietorship to a 
corporat ion or  par tnership;  or  f rom a par tnership to a corporat ion,  on a 
tax- f ree basis.  For  more informat ion,  see Interpretat ion 
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Bul let in IT-291R3, TRANSFER OF PROPERTY TO A  CORPORATION UNDER 
SUBSECTION 85(1) ,  Informat ion Circular  IC76-19R3, TRANSFER OF 
PROPERTY TO A CORPORATION UNDER SECTION 85,  and Interpretat ion 
Bul let in  IT-413R, ELECTION BY MEMBERS OF A  PARTNERSHIP UNDER 
SUBSECTION 97(2) .  

For GST/HST purposes,  you may be able to c la im an ITC for  the 
GST/HST paid or  payable on property such as capi ta l  property and 
inventory,  that  you have on hand on the day you register .  For  more 
informat ion,  read " Input  tax credi ts"  on page 77 [15] ,  and see 
Guide RC4022,  GENERAL INFORMATION FOR GST/HST REGISTRANTS. 

Buying a business 

When you are consider ing becoming a business owner,  you have the 
opt ion of  buying an exist ing business  or  start ing a new one .  The 
opt ion you choose wi l l  have a s igni f icant  ef fect  on how you wi l l  
account  for  the purchase of  the business assets for  income tax 
purposes.  

When you buy a business,  you general ly pay a set  amount  for  the 
ent i re business.  In some cases,  the sale agreement sets out  a pr ice 
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for  each asset ,  a value for  the inventory  o f  the business,  and i f  
appl icable,  an amount  that  you can at t r ibute to goodwil l .  

I f  the indiv idual  asset  pr ices are set  out  in  the sale agreement,  and 
the pr ices are reasonable,  then you should use these pr ices to c la im 
capi ta l  cost  a l lowance (CCA).  

I f  the indiv idual  asset  pr ices are not  set  out  in  the contract ,  you have 
to determine how much of  the purchase pr ice you should at t r ibute to 
each asset ,  how much to inventory,  and how much,  i f  any,  to goodwi l l .  
These amounts should coincide wi th  the amounts the vendor 
determined when report ing the sale.  

The amount you al locate to each asset  should be i ts  FMV. You should 
a l locate to goodwi l l  the balance  o f  the purchase pr ice that  remains 
af ter  you a l locate the FMV to each asset  and to inventory.   
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Example 
You buy a business for  $480,000.  The FMV of  the net  ident i f iable 
assets of  the business is  as fo l lows:  

Accounts receivable $ 80,000

Inventory 40,000

Land 120,000

Bui ld ing 200,000

Total  net identi f iable assets  $ 440,000

You can determine the value of  the goodwi l l  by subtract ing the tota l  
value of  the net  ident i f iable assets f rom the purchase pr ice:  

Purchase pr ice $ 480,000

Minus 
Net ident i f iable assets 440,000

Amount attr ibuted to goodwil l  $ 40,000
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Once you have determined the values for  the assets and the goodwi l l ,  
add the f ixed assets (such as bui ld ings and equipment)  in to the 
appropr iate c lasses for  the purpose of  c la iming the capi ta l  cost  
a l lowance (CCA).  The goodwi l l  is  considered to be an  e l igible capital  
expenditure ,  which is  t reated in a manner s imi lar  to assets e l ig ib le 
for  CCA. 

Treat  the value of  the inventory as a purchase of  goods for  resale,  and 
inc lude i t  in  the calculat ion of  cost of  goods sold  in  your income 
statement  a t  the end of  the year.  

For  GST/HST purposes,  i f  you buy a business or  par t  of  a business 
and acquire a l l  or  substant ia l ly a l l  (a t  least  90%) of  the property that  
can reasonably be regarded as necessary to carry on the business,  
you and the vendor may be able to jo int ly e lect  to have no GST/HST 
payable on the sale by complet ing Form GST44, ELECTION CONCERNING 
THE ACQUIS IT ION OF A  BUSINESS OR PART OF A  BUSINESS.  You cannot  
use th is  election  i f  the sel ler  is  a regist rant  and you are not  a 
regist rant .  In  addi t ion,  you must  buy a l l  or  substant ia l ly a l l  o f  the 
property,  not  only indiv idual  assets.  
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For the e lect ion to apply to the sale,  you have to be able to cont inue 
to operate the business wi th the property acquired under the sale 
agreement.  You have to f i le  Form GST44 on or  before the day you 
have to f i le  the GST/HST return for  the f i rs t  report ing per iod in which 
you would have otherwise had to pay GST/HST on the purchase.  

Even when you use the e lect ion,  GST/HST wi l l  s t i l l  apply to a taxable 
supply  o f  a serv ice made by the sel ler ;  a taxable supply of  property 
made by way of  lease,  l icence,  or  s imi lar  arrangement;  and,  i f  the 
buyer is  not  a regist rant ,  a taxable sale of  real  property.  

Another way of  buying an exist ing business is  to buy the shares of  a 
corporat ion.  This does not  af fect  the cost  base of  the assets of  the 
business.  As expla ined previously,  a corporat ion is  a separate legal  
ent i ty and can own property in  i ts  own name. A change in the 
ownership of  the shares wi l l  not  af fect  the tax values of  the assets the 
corporat ion owns.  General ly,  the purchase of  shares of  a corporat ion 
is  not  subject  to  GST/HST. 

For more informat ion on changes to your business,  go 
to www.cra.gc.ca/tx/bsnss/tpcs/ l f -vnts .   
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Chapter 3 – Goods and services tax/harmonized 
sales tax (GST/HST) 

What is the GST/HST? 
The GST is  a tax that  appl ies to most  supplies  o f  goods and serv ices 
made in Canada.  The GST also appl ies to many suppl ies of  real  
property ( for  example,  land,  bui ldings and interests in  property)  and 
intangib le property such as t rademarks,  r ights to use a patent ,  and 
dig i t ized products downloaded f rom the Internet  and paid for  
indiv idual ly.  

The part icipating provinces  harmonized thei r  provincia l  sales tax 
wi th the GST to implement the harmonized sales tax (HST) in those 
provinces.  General ly,  the HST appl ies to the same base of  property 
and serv ices as the GST. In some part ic ipat ing provinces,  there are 
point -of -sale rebates equivalent  to the provinc ia l  par t  of  the HST on 
cer ta in qual i fy ing i tems.  For more informat ion,  see "Point-of -sale 
rebates"  in  Guide RC4022,  GENERAL INFORMATION FOR GST/HST 
REGISTRANTS.  
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GST/HST regist rants that  make taxable suppl ies  (other  than zero-rated 
suppl ies)  in  the par t ic ipat ing provinces col lect  tax at  the appl icable 
HST rate.  The HST rate can vary f rom one par t ic ipat ing province to 
another.  GST/HST regist rants col lect  tax at  the 5% GST rate on 
taxable suppl ies (other  than zero-rated suppl ies)  they make in the rest  
of  Canada.  Speci f ic  ru les apply for  determining whether a supply is  
made in Canada and whether a supply is  made in a part ic ipat ing 
province.  For more informat ion on the HST rates and the 
p lace-of-supply ru les,  refer  to Guide RC4022,  GENERAL INFORMATION 
FOR GST/HST REGISTRANTS.  

Who pays the GST/HST? 
Almost  everyone has to pay the GST/HST on purchases of  taxable 
suppl ies of  property and serv ices (other  than zero-rated suppl ies) .  
However,  Indians and some groups and organizat ions,  such as cer ta in 
provinc ia l  and terr i tor ia l  governments,  do not  a lways pay the GST/HST 
on thei r  purchases.  For  more informat ion,  refer  to "Suppl ies to 
d ip lomats,  governments,  and Indians" in  Guide RC4022,  GENERAL 
INFORMATION FOR GST/HST REGISTRANTS.   
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False GST/HST exemptions 
Some indiv iduals,  businesses,  and organizat ions are fa lsely c la iming 
to be exempt  f rom paying the GST/HST. In some cases,  they may even 
present  a fake exempt ion card to avoid paying the tax on thei r  
purchases.  

I f  you do not  col lect  the GST/HST f rom someone who fa lsely c la ims to 
be exempt f rom paying the GST/HST, you st i l l  have to account  for  the 
tax you should have col lected.   

Some provinces exempt farmers,  munic ipal i t ies,  and cer ta in 
businesses f rom paying the provinc ia l  sa les tax.  However,  these 
provincial  exemptions do not apply to the GST/HST. 

Do you have to charge the GST/HST? 
General ly,  GST/HST regist rants have to charge the GST/HST on al l  
taxable (other  than zero-rated)  suppl ies of  property and serv ices they 
provide to thei r  customers.  You are a GST/HST regist rant  i f  you are 
a l ready registered or  are required to register .   
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Should you register for the GST/HST? 
You have to register  for  the GST/HST i f :  

•  you provide taxable supplies  in  Canada;  and 

•  you are not  a smal l  suppl ier .  

You do not  have to register  i f :  

•  you are a smal l  suppl ier  that  does not  carry on a tax i  business;  

•  your only commercial  act ivi ty  is  the sale of  real  property,  other  
than in the course of  a business (a l though you do not  have to 
register  for  the GST/HST in th is  case,  your  sale of  real  property 
may st i l l  be taxable and you may have to charge and col lect  the 
tax) .  For  more informat ion,  see Guide RC4022,  GENERAL 
INFORMATION FOR GST/HST REGISTRANTS;  or 

•  you are a non-resident  who does not  carry on business in Canada 
(see Guide RC4027,  DOING BUSINESS IN  CANADA – GST/HST 
INFORMATION FOR NON-RESIDENTS).  
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Note 

For informat ion on regist rat ion i f  you are a publ ic  serv ice body 
(char i ty,  non-prof i t  organizat ion,  munic ipal i ty,  univers i ty,  publ ic  
col lege,  school  author i ty ,  or  hospita l  author i ty) ,  see Guide RC4022,  
GENERAL INFORMATION FOR GST/HST REGISTRANTS.  

Small  supplier  

You do not  have to register  i f  you are a smal l  suppl ier  and you meet 
one  of  the fo l lowing condi t ions:  

•  you are a sole proprietor  and your tota l  revenues f rom taxable 
suppl ies (before expenses) f rom al l  your businesses 
are $30,000 or  less over the last  four  consecut ive calendar quarters 
combined and in any ca lendar quarter ;  or  

•  you are a partnership,  a corporation ,  or  other organization  and 
your tota l  revenues f rom taxable suppl ies (before expenses) are 
$30,000 or  less (or  $50,000 or  less i f  you are a publ ic  serv ice body)  
over the last  four  consecut ive calendar quarters combined and in 
any calendar quarter .  
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Total  revenues  f rom taxable suppl ies means your revenues f rom your 
wor ldwide suppl ies of  property and serv ices that  are subject  to the 
GST/HST ( inc luding zero-rated suppl ies) ,  or  that  would be subject  to 
the tax i f  suppl ied in Canada.  I t  does not  inc lude goodwi l l ,  suppl ies of  
f inancia l  serv ices,  or  sales of  capi ta l  property.  You also have to 
inc lude the tota l  revenues f rom taxable suppl ies of  a l l  o f  your  
associates in th is  calculat ion.  For  more informat ion about  your tota l  
revenues f rom taxable suppl ies,  see Guide RC4022,  GENERAL 
INFORMATION FOR GST/HST REGISTRANTS. 

Note 
I f  your  tota l  revenues f rom taxable suppl ies are over $30,000 (or  
over $50,000 i f  you are a publ ic  serv ice body)  in a calendar  quarter  
or  over  four  consecut ive calendar quarters combined,  you are no 
longer a smal l  suppl ier  and you have to register  for  the GST/HST. 

Exception 
Taxi  and l imousine businesses and non-resident  per formers sel l ing 
admissions to seminars,  per formances,  and other  events must  
register  for  the GST/HST, even i f  they are smal l  suppl iers.  
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Effective date of  registrat ion 

The ef fect ive date of  your GST/HST regist rat ion depends on when you 
go over the smal l  suppl ier  threshold of  $30,000 (or  $50,000 i f  you are 
a publ ic  serv ice body) .  

I f  your  revenues are over the threshold in a calendar quarter ,  you are 
considered a regist rant  and must  col lect  the GST/HST on the taxable 
supply (other  than a zero-rated supply)  that  made you go over the 
threshold.  Your ef fect ive date of  regist rat ion wi l l  be the day you made 
th is  supply.  You have 29 days af ter  th is  day to register .  

Example 
Zuly began her business on January 1,  2015.  Her tota l  revenues 
f rom taxable suppl ies (sales)  were $5,000 dur ing the f i rs t  calendar 
quarter  and $7,000 dur ing the second calendar quarter ,  meaning she 
was st i l l  a  smal l  suppl ier .  In  the quarter  f rom July 1 to 
September 30,  she had sales of  $40,000,  which inc luded an order on 
August  20 for  $25,000 that  pushed her  sales above $30,000 for  the 
quarter .  Zuly is  no longer a smal l  suppl ier  as of  August  20 and she 
has to charge the GST/HST on the $25,000 sale and any taxable 
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sa les made af ter  th is  sale.  She has 29 days af ter  that  day to 
register .  In  th is  case,  a l though she is  considered to be a GST/HST 
regist rant  as of  August  20,  she has up to September 18,  2015,  to 
register .  

I f  you are under the threshold amount  in  one calendar quar ter ,  but  you 
are over the threshold dur ing four  (or  fewer)  consecut ive calendar 
quarters combined,  you are considered to be a smal l  suppl ier  for  those 
calendar quarters and a month af ter  those quarters.  Your ef fect ive 
date of  regist rat ion would be the day you make your f i rs t  taxable 
supply (other  than a zero-rated supply)  af ter  you stop being a smal l  
suppl ier .  You have 29 days af ter  th is  day to register  for  the GST/HST. 

Example 
Using the previous example,  Zuly had the same sales,  wi th the 
except ion of  the August  20 sale.  Her tota l  revenues f rom taxable 
sales in her  f i rs t  three calendar quar ters combined were $27,000,  
and were $15,000 in the quarter  that  ended December 31,  2015 
(each quarter  is  less than $30,000 but  the last  four  quarters 
combined are more than $30,000).  In th is  case,  she is  a smal l  
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suppl ier  unt i l  January 31,  2016.  Any taxable sale  she makes af ter  
January 31,  2016,  is  subject  to GST/HST. 

The day Zuly makes her  f i rs t  taxable sale af ter  January 31,  2016,  is  
her  ef fect ive date of  regist rat ion.  She has 29 days af ter  th is  date to 
register  for  the GST/HST. 

Voluntary registrat ion 

I f  you are a smal l  suppl ier  and you are engaged in a commercia l  
act iv i ty in  Canada,  you can choose  to  register  voluntar i ly,  even 
though you do not  have to.  I f  you register  voluntar i ly,  you have to 
charge and remit  the GST/HST on your taxable (other  than zero-rated)  
suppl ies of  property and serv ices.  You may be e l ig ib le to c la im input  
tax credi ts  ( ITCs) for  the GST/HST paid or  payable on purchases and 
expenses for  making these suppl ies.  You have to be registered for  at  
least  one year before you can ask to cancel  your  regist rat ion i f  you 
are st i l l  a  smal l  suppl ier .  For  more informat ion,  see Guide RC4022,  
GENERAL INFORMATION FOR GST/HST REGISTRANTS. 
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I f  you choose not  to register ,  you do not  charge the GST/HST (other 
than on cer ta in taxable suppl ies of  real  property) ,  and you cannot  
c la im ITCs.  

How to register  

You can register  for  a GST/HST account  when you register  for  a 
business number (BN).  Your BN wi l l  be your bus iness ident i f icat ion for  
a l l  your  deal ings wi th us.  For  more informat ion,  see "Business 
number,"  on page 43 [9] .  

I f  you are incorporated,  you may al ready have a BN and a corporat ion 
income tax account .  

Note 
I t  is  the person that  registers for  the GST/HST. Since a partnership 
is  a person for  GST/HST purposes,  i t  is  the par tnership that  
registers for  the GST/HST and not  each partner  separate ly.  

I f  the physical  locat ion of  your business is  in  Quebec,  see "Are you 
doing business in Quebec?" on page 46 [10] .  
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Fiscal year for GST/HST purposes 
Usual ly,  your  f iscal  year  for  GST/HST purposes is  the same as your 
tax year for  income tax purposes.  General ly,  the tax year of  the 
fo l lowing persons is  a calendar year :  

•  indiv iduals and cer ta in t rusts;  

•  professional  corporat ions that  are members of  a par tnership (such 
as a corporat ion that  is  the professional  pract ice of  an accountant ,  
a lawyer,  or  a doctor) ;  and 

•  par tnerships,  where at  least  one member of  the par tnership is  an 
indiv idual ,  a professional  corporat ion,  or  another af fected 
par tnership.  

However,  some persons use non-calendar tax years.  I f  you are a 
person descr ibed above who uses a non-calendar tax year approved 
by the CRA, you may want  to  use that  same year  as your  GST/HST 
f iscal  year .  

A corporat ion general ly uses the same f iscal  year for  income tax 
purposes and GST/HST purposes.  However,  i f  a  corporat ion has a 
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non-calendar tax year for  income tax purposes,  i t  can e lect  to use a 
calendar year for  i ts  GST/HST f iscal  year.  

I f  you are a corporat ion that  uses a non-calendar year for  income tax 
purposes and GST/HST purposes,  and you change to another non-
calendar tax year for  income tax purposes,  in form us of  the change as 
soon as possib le and we wi l l  change your GST/HST f iscal  year to 
match i t .  

You or  your author ized representat ive can change your f iscal  year by 
using our on l ine serv ices at  www.cra.gc.ca/mybusinessaccount  or  
www.cra.gc.ca/representat ives ,  or  by sending a completed 
Form GST70,  ELECTION OR REVOCATION OF AN ELECTION TO CHANGE A 
GST/HST FISCAL YEAR.  

Reporting periods 
Report ing per iods are the per iods of  t ime for  which you f i le  your 
GST/HST returns.  Your report ing per iod is  determined based on the 
revenue f rom your tota l  taxable suppl ies of  property and serv ices 



–  76  –  

made in Canada in your  immediate ly preceding f iscal  year or  in  a l l  
preceding f iscal  quarters ending in your current  f iscal  year.  

This revenue inc ludes zero-rated suppl ies of  property and serv ices 
made in Canada,  as wel l  as those of  your assoc iates.  

Do not inc lude revenue f rom: 

•  suppl ies made outs ide Canada;  

•  zero-rated exports of  goods and serv ices;  

•  suppl ies of  f inancia l  serv ices;  

•  taxable sales of  capi ta l  real  property;  and 

•  goodwi l l .  

When you register  for  the GST/HST, we general ly assign an annual  
report ing per iod.  However,  you may choose a more f requent  report ing 
per iod.  The fo l lowing chart  shows the threshold revenue amounts that  
determine the assigned report ing per iods,  as wel l  as the opt ional  
report ing per iods avai lable i f  you want  to f i le  a return more f requent ly.  
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Assigned and optional reporting periods 

Annual  taxable 
supplies threshold 

amounts  

Assigned report ing 
period 

Optional  reporting 
periods 

$1,500,000 or  less Annual  Monthly,  Quarter ly  

More than 
$1,500,000 up to 

$6,000,000 
Quarter ly  Monthly 

More than $6,000,000 Monthly Ni l  

You or  your author ized representat ive can change your assigned 
report ing per iod by using our onl ine serv ices 
at  www.cra.gc.ca/mybusinessaccount ,  
or  www.cra.gc.ca/representat ives ,  or  by sending us a completed 
Form GST20,  ELECTION FOR GST/HST REPORTING PERIOD. 
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Input tax credits 
As a regist rant ,  you recover the GST/HST paid or  payable on your 
purchases and expenses re lated to your commercia l  act iv i t ies by 
c la iming an input  tax credi t  ( ITC) on your GST/HST return.  ITCs are 
deducted f rom the tax you are requi red to col lect  so that  you remit  
only the d i f ference,  which is  referred to as your  net  tax.  

You can c la im ITCs only to the extent  that  your purchases and 
expenses are for  consumpt ion,  use,  or  supply in  your commercia l  
act iv i t ies.  

There are some purchases and expenses for  which you cannot cla im 
an ITC, such as:  

•  cer ta in capi ta l  property.  For  more informat ion on these propert ies,  
see Guide RC4022,  GENERAL INFORMATION FOR GST/HST 
REGISTRANTS; 

•  taxable suppl ies of  property and serv ices acquired or  imported to 
make exempt suppl ies of  property and serv ices;  
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•  membership fees or  dues to any c lub whose main purpose is  to 
provide recreat ion,  d in ing,  or  sport ing fac i l i t ies ( inc luding f i tness 
c lubs,  gol f  c lubs,  and hunt ing and f ish ing c lubs) ,  unless you acquire 
the memberships to resel l  in  the course of  your  business;  and 

•  property or  serv ices you bought  or  imported for  your personal  
consumpt ion,  use,  or  enjoyment.  

To c la im an ITC, the expenses or purchases must  be reasonable in 
qual i ty,  nature,  and cost  in  re lat ion to the nature of  your business.  

Note 

The invoices for  your expenses and purchases must  a lso contain 
speci f ic  in format ion.  General ly,  this  in format ion would inc lude the 
suppl ier 's  business number (BN),  and the tota l  amount  of  GST/HST 
paid or  payable or  an indicat ion that  the amount  inc ludes the 
GST/HST at  the appl icable rate.  For more informat ion on the speci f ic  
in format ion that  these invoices must  conta in,  see Guide RC4022,  
GENERAL INFORMATION FOR GST/HST REGISTRANTS. 
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Becoming a registrant 

When you become a GST/HST regist rant ,  you may be able to c la im an 
input  tax credi t  ( ITC) to recover the GST/HST you paid or  owe on 
property and cer ta in serv ices you acquire before becoming a 
regist rant .  

In  the case of  property,  you are considered to have purchased the 
property when you became a regist rant  i f  you held the property for  
consumpt ion,  use or  supply in  the course of  your  commercial  act iv i t ies 
r ight  before you became a regist rant .  You are a lso considered to have 
paid GST/HST on the purchase.  The amount of  tax paid is  equal  to the 
basic tax content  of  the property.  As a resul t ,  you may be able to 
c la im an ITC for  the tax you are considered to have paid.  

In addi t ion,  cer ta in serv ices,  such as legal  and account ing fees and 
regulatory fees acquired to set  up a corporat ion,  may be t reated as 
e l ig ib le capi ta l  expendi tures for  income tax purposes.  In th is  case,  the 
serv ices would be t reated as proper ty and an ITC may be avai lable.  
For  more informat ion,  see Interpretat ion Bul let in IT-143R3, MEANING 
OF ELIGIBLE  CAPITAL  EXPENDITURE. 
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For  in format ion on the meaning of  basic tax content ,  and the 
avai labi l i t y of  ITCs for  s tar t -up costs,  see Guide RC4022,  GENERAL 
INFORMATION FOR GST/HST REGISTRANTS,  Pol icy Statement  P-018R, 
L IMITATION ON ITC ELIG IB IL ITY W HERE A  PERSON BECOMES A REGISTRANT,  
and Pol icy Statement P-019R, ELIGIB IL ITY FOR ITC ON START-UP COSTS 
–  EL IGIBLE CAPITAL  PROPERTY.  

Operating expenses 

The fo l lowing are examples of  operat ing expenses for  which you may 
be el ig ib le to c la im an ITC: 

•  commercia l  rents;  

•  equipment renta ls ;  

•  advert is ing;  

•  ut i l i t ies;  and 

•  of f ice suppl ies (such as postage,  paper,  and pens).  

You can cla im an ITC equal  to 100% of  the GST/HST paid or  payable 
by you for  a par t icu lar  operat ing expense (property or  serv ice)  i f  
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substant ia l ly a l l  (90% or  more)  of  your consumpt ion or  use of  that  
property or  serv ice is  (or  is  in tended to be)  in  the course of  your 
commercial  act ivi t ies and al l  the other  ITC cr i ter ia are sat is f ied.  

You cannot cla im an ITC for  any of  the GST/HST paid or  payable by 
you for  a par t icu lar  operat ing expense (property or  serv ice)  i f  
substant ia l ly a l l  o f  your  consumpt ion or  use of  that  property or  serv ice 
is  (or  is  in tended to be)  other  than in the course of  your commercia l  
act iv i t ies ( for  example,  consumed or  used to make exempt supplies ) .  

I f  you have both commercia l  act iv i t ies and non-commercia l  act iv i t ies 
(such as exempt suppl ies) ,  and at  least  90% of  an operat ing expense 
cannot  reasonably be a l located to your commercia l  or  your non-
commercia l  act iv i t ies,  you must  apport ion the GST/HST paid or  
payable for  the property or  serv ice between these two act iv i t ies.  You 
can only c la im ITCs for  the port ion of  the GST/HST paid or  payable for  
the property or  serv ice that  re lates to i ts  consumpt ion or  use in your 
commercia l  act iv i t ies.  Any apport ionment must  be fa i r ,  reasonable,  
and used consistent ly throughout  the year.  
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Home off ice expenses 

You can c la im ITCs for  your home of f ice expenses only i f  the work 
space is :  

•  your pr inc ipal  p lace of  business;  or  

•  consumed or  used 90% or more to earn income f rom your business 
and used on a regular  and cont inuous basis for  meet ing your  
c l ients,  customers,  or  pat ients.  

This restr ic t ion for  home of f ice expenses is  s imi lar  to that  used for  
income tax purposes.  For  more informat ion,  see Interpretat ion Bul let in  
IT-514,  WORK SPACE IN HOME EXPENSES. 

Meal and entertainment expenses 

You can c la im an ITC for  the GST/HST you pay on reasonable meal  
and enter ta inment expenses that  re late to your  commercia l  act iv i t ies.  
When the deduct ion for  income tax purposes is  l imi ted to 50% of  the 
cost  of  meals and enter ta inment,  you can only c la im 50% of  the 
GST/HST you pay on those expenses as an ITC. 
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Passenger vehicles and aircraft  

Corporat ions fo l low a pr imary use ru le (more than 50% use in 
commercia l  act iv i t ies)  to determine thei r  ITCs for  passenger vehic les 
and a i rcraf t .   

However,  indiv iduals and partnerships usual ly c la im ITCs for  
passenger vehic les and ai rcraf t  based on the capi ta l  cost  a l lowance 
(CCA) c la imed for  income tax purposes.  I f  the use in commercia l  
act iv i t ies is  10% or less,  you cannot  c la im any ITC. I f  the use in 
commercia l  act iv i t ies is  90% or more,  you may be e l ig ib le to c la im a 
fu l l  ITC. 

You usual ly calculate your CCA for  income tax purposes at  the end of  
your f iscal  year.  Once you have calculated your  CCA, you can 
calculate your ITC. 

For more informat ion on calculat ing and c la iming ITCs,  restr ic t ions for  
ITCs,  t ime l imi ts  for  c la iming ITCs,  and specia l  ru les that  apply to 
char i t ies,  refer  to Guide RC4022,  GENERAL INFORMATION FOR GST/HST 
REGISTRANTS. 
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Calculating your net tax 
You have to calculate your net  tax for  each GST/HST report ing per iod 
and report  th is  on your GST/HST return.  To do so,  calculate:  

•  the GST/HST col lected or  that  became col lect ib le by you on your 
taxable suppl ies made dur ing the report ing per iod;  and 

•  the GST/HST paid or  payable on your business purchases and 
expenses for  which you can c la im an ITC. 

The di f ference between these two amounts,  inc luding any adjustments,  
is  cal led your net tax .  I t  is  e i ther  your  GST/HST remit tance or  your 
GST/HST refund.  I f  you charged or col lected more GST/HST than the 
amount paid or  payable on your purchases,  send us the d i f ference.  I f  
the GST/HST paid or  payable is  more than the GST/HST you charged 
or  col lected,  you can c la im a refund of  the d i f ference.  

For  most  businesses,  this  calculat ion is  s t ra ight forward.  For  more 
deta i ls  on calculat ing your net  tax,  see Guide RC4022,  GENERAL 
INFORMATION FOR GST/HST REGISTRANTS.  However,  to help reduce 
paperwork and bookkeeping costs,  most  smal l  businesses can use the 
quick method of  account ing to calculate thei r  GST/HST remit tance.  For 
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more informat ion,  see Guide RC4058,  QUICK METHOD OF ACCOUNTING 
FOR GST/HST, or  Guide RC4247,  THE SPECIAL QUICK METHOD OF 
ACCOUNTING FOR PUBLIC SERVICE BODIES.  

Note 

Most char i t ies have to use a special  net tax calculat ion method  for  
report ing the GST/HST they charge and for  c la iming ITCs.  For more 
informat ion,  see Guide RC4082,  GST/HST INFORMATION FOR 
CHARIT IES.  

Bad debt adjustments 

I f  you a l ready reported and remit ted the GST/HST for  a credi t  sa le on 
your GST/HST return and al l  or  par t  of  the amount  owed to you 
became a bad debt  that  you wr i te of f ,  you can recover the GST/HST 
that  re lates to the bad debt  as a tax adjustment when you calculate 
your net  tax.  

I f  you c la imed a GST/HST adjustment on a previous GST/HST return 
for  a bad debt  you wrote of f  and later  you receive a payment  toward 
that  debt ,  you have to add back the GST/HST part  of  that  payment as 
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a tax adjustment in  the calculat ion of  your net  tax on the GST/HST 
return for  the report ing per iod in which you received the payment for  
the bad debt .  

GST/HST returns 
Unless you have f i led a GST/HST return e lectronical ly,  we wi l l  
automat ical ly send you Form GST34, GOODS AND SERVICES 
TAX/HARMONIZED SALES TAX (GST/HST)  RETURN FOR REGISTRANTS,  
which inc ludes personal ized pre-pr inted informat ion about  your 
account .  You can stop receiv ing the GST/HST returns automat ical ly by 
using our on l ine serv ice at  www.cra.gc.ca/mybusinessaccount  or  
www.cra.gc.ca/representat ives .  

Note 

Some persons have to f i le  thei r  GST/HST returns e lectronical ly.  For  
more informat ion,  see "Mandatory e lectronic f i l ing for  GST/HST 
regist rants"  on page 154 [30] .  
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Filing and remitting due dates 
Monthly and quarterly f i lers 

I f  you have a monthly or  quarter ly report ing per iod,  you have to f i le  
your GST/HST return and remit  any amount owing no later  than one 
month af ter  the end of  your report ing per iod.  

Annual  f i lers 

I f  you have an annual  report ing per iod,  you usual ly have to f i le  your 
return and remit  any amount  owing no later  than three months af ter  
the end of  your f iscal  year.  

Exceptions 

Usual ly,  your  GST/HST payment is  due by Apr i l  30 i f  a l l  o f  the 
fo l lowing condi t ions are met:  

•  you are an indiv idual  wi th business income for  income tax purposes;  

•  you f i le  annual  GST/HST returns;  and 

•  you have a December 31 f iscal  year-end.  
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Al though your payment is  due Apr i l  30,  you have unt i l  June 15 to f i le  
your  GST/HST return.  

As an annual  f i ler ,  you may also have to pay quarter ly insta lments.  I f  
so,  they are due no later  than one month af ter  the last  day of  each 
f iscal  quarter .  For  more informat ion,  see RC4022,  GENERAL 
INFORMATION FOR GST/HST REGISTRANTS. 

Chapter 4 – Excise taxes, excise duties, the 
softwood lumber products export charge, and the 

Air Travellers Security Charge 
What are excise taxes and excise duties? 
There are two types of  federal  lev ies on products manufactured or  
produced in Canada:  excise taxes and excise duties .  

These lev ies are appl ied to a l imi ted range of  goods at  d i f ferent  rates 
and in d i f ferent  ways,  depending on the product .  Excise tax and excise 
duty apply to goods before the GST/HST is  added.  
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Excise taxes 

Excise taxes are charged on:  

•  fuel - inef f ic ient  vehic les;  

•  automobi le a i r  condi t ioners;  and 

•  cer ta in petro leum products.  

The EXCISE TAX ACT sets out  the excise tax rate  for  each of  these 
goods.  

When goods are made in Canada,  excise tax is  payable when the 
goods are del ivered to the buyer.  When they are imported,  excise tax 
is  payable by the importer  at  the t ime the goods were imported.  

Under cer ta in c i rcumstances,  you may be able to c la im a refund of  the 
excise taxes you paid.  

Manufacturers need an excise tax l icence ("E" l icence) unless they 
qual i fy as a smal l  manufacturer .  You qual i fy as a smal l  manufacturer  i f  
your tota l  annual  sales are not  more than $50,000.  
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A wholesaler  l icence ("W" l icence) le ts you buy goods for  resale 
wi thout  paying excise taxes.  You may qual i fy for  a W l icence under 
cer ta in l imi ted c i rcumstances.  When you have th is  l icence,  you col lect  
and remit  the excise tax when you sel l  the goods.  

For more information, go to www.cra.gc.ca/etsl  or cal l  1-866-330-3304 .  

Excise duties 

Excise dut ies are charged on spi r i ts ,  wine,  beer,  and tobacco 
products .  The rates of  duty on spi r i ts ,  wine,  and tobacco products are 
g iven in the EXCISE ACT,  2001 and duty rates on beer are g iven in the 
EXCISE ACT.  

When these goods are manufactured in  Canada,  duty is  payable on the 
goods at  the point  of  packaging rather  than at  the point  of  sa le.  
General ly,  when they are imported into Canada,  duty is  payable by the 
importer  when the goods are imported.  

Al l  persons who manufacture these goods in Canada must  be l icensed.  
Most  l icensees  must  provide secur i ty of  at  least  $5,000.  
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For  more informat ion,  go to www.cra.gc.ca/exciseduty  or  contact  the 
nearest  regional  excise  duty  of f ice.  For  a l is t ing of  thei r  of f ices and 
numbers,  see Excise Duty Memoranda EDM1-1-2,  REGIONAL EXCISE  
DUTY OFFICES,  at  www.cra.gc.ca/forms .  

Softwood lumber products export charge 
The SOFTWOOD LUMBER PRODUCTS EXPORT CHARGE ACT,  2006 is  the 
legis lat ion for  an export  charge int roduced under the SOFTWOOD 
LUMBER AGREEMENT,  2006 (SLA 2006) between the governments of  
Canada and the Uni ted States (U.S.) .  The Act  imposes a charge on 
cer ta in sof twood lumber products exported to the U.S.  af ter  
October 11,  2006.  Products subject  to the export  charge are def ined 
by the agreement,  and are inc luded on the Export  Contro l  L is t  under 
the EXPORT AND IMPORT PERMITS  ACT,  administered by Foreign Af fa i rs ,  
Trade and Development Canada.  

Every person who exports to the U.S.  sof twood products subject  to the 
charge has to register  wi th the Canada Revenue Agency (CRA) on or  
before the day on which the products are exported.  To register ,  
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exporters must  complete Form B253,  SOFTWOOD LUMBER PRODUCTS 
EXPORT CHARGE – REGISTRATION FORM. Send the form to:  

Surrey Tax Centre 
Sof twood Lumber Div is ion 
9755 King George Boulevard 
Surrey BC  V3T 5E1 

Every person who is  reg istered must  f i le ,  on a monthly basis ,  
Form B275,  SOFTW OOD LUMBER PRODUCTS EXPORT CHARGE RETURN,  on 
which they calculate the charge(s)  imposed dur ing the calendar month.  
The return and the export  charge payment are due on or  before the 
last  day of  the month af ter  the month dur ing which a charge was 
imposed.  For  example,  a return and a payment for  the month of  
January wi l l  be due on or  before the last  day of  February.  For  
in format ion on how to f i le  th is  return onl ine,  go to 
www.cra.gc.ca/businessonline .  

For  more informat ion,  go to www.cra.gc.ca/softwood .  For  informat ion 
on regist rat ion or  returns and payments,  cal l  1-800-935-0313 .  
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For  technical  enquir ies regarding the SOFTW OOD LUMBER PRODUCTS 
EXPORT CHARGE ACT,  2006,  cal l  1-866-330-3304.  

Air Travellers Security Charge 
The Canada Revenue Agency is  responsib le for  administer ing the Air  
Travel lers Secur i ty Charge (ATSC).  The ATSC is col lected by 
registered a i r  carr iers,  and thei r  agents,  when an a i r l ine t icket  is  
purchased.  

Al l  designated a i r  carr iers that  provide a i r  t ransportat ion to indiv iduals 
on an a i rcraf t  having a maximum cert i f ied take-of f  weight  greater  than 
2,730 k i lograms and whose serv ice inc ludes chargeable enplanements 
must  register  to  col lect  the ATSC. 

These ai r  t ransportat ion serv ices,  regular ly scheduled f l ights,  and 
charter  f l ights general ly,  inc lude:   

•  f l ights f rom l is ted a i rpor ts  in  Canada to other  l is ted a i rpor ts ;   

•  t ransborder f l ights;  and 

•  in ternat ional  f l ights.  
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I f  you provide such a i r  t ransportat ion serv ices,  you must  complete 
regist rat ion Form B248,  REGISTRATION FORM UNDER THE PROVISIONS OF 
THE AIR TRAVELLERS SECURITY CHARGE ACT,  and mai l  i t  to :  

Specia l ty Business Returns (SBR) Uni t  
Summerside Tax Centre 
275 Pope Road 
Summerside,  PE  C1N 6E7 

Registered a i r  carr iers must  f i le  Form B249,  AIR TRAVELLERS SECURITY 
CHARGE RETURN, on a monthly basis ,  unless they have been approved 
by the CRA to f i le  semi-annual ly.  

The current  ATSC rates are h ighl ighted in Not ice ETSL 0072 .  For  
more informat ion on the ATSC, go to http: / /www.cra-arc.gc.ca/  
formspubs/tpcs/atsc-dspta-eng.html .  

Indiv iduals in Canada or  the Uni ted States wi th ATSC regist rat ion or  
account-re la ted quest ions can cal l  the SBR Uni t  to l l  f ree at  
1-877-432-5472 .  Indiv iduals outs ide these countr ies can cal l  
902-432-5472 .  Indiv iduals in  Canada or  the Uni ted States wi th 
technical  quest ions can cal l  the CRA to l l  f ree at  1-866-330-3304 .  
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Chapter 5 – Payroll deductions and remittances 
I f  you are an employer,  you must  make regular  deduct ions f rom your 
employees'  remunerat ion.  

You are an employer i f :  

•  you pay salar ies,  wages ( inc luding advances),  bonuses,  vacat ion 
pay,  or  t ips to your employees;  or  

•  you provide cer ta in taxable benefits  or  a l lowances such as board 
and lodging to your employees.  

An indiv idual  is  an employee i f  the employment arrangement between 
the worker and the payer is  an employer-employee re lat ionship.  
Al though a wr i t ten contract  might  say that  an ind iv idual  is  sel f -
employed (work ing under a contract  for  serv ices) ,  we may not  consider  
the indiv idual  to be sel f -employed i f  there is  ev idence of  an employer-
employee re lat ionship.  For  more informat ion on employment status,  
see Guide RC4110,  EMPLOYEE OR SELF-EMPLOYED? 
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Your responsibi l i t ies 

As an employer,  you have to:  

•  deduct  Canada Pension Plan/Quebec Pension Plan (CPP/QPP) 
contr ibut ions,  employment insurance (EI)  premiums, and income tax 
f rom amounts you pay to  your employees;  

•  send the deducted amounts along with your share  o f  CPP/QPP 
contr ibut ions and EI  premiums that you have to pay throughout  the 
year for  your  employees to the CRA; and 

•  report  the employees'  remunerat ion and deduct ions on a T4 
informat ion return and give an information sl ip  to  each of  your 
employees.  

Do you need to register for a payroll  program account? 
You need to register  for  a payrol l  program account  i f  you:  

•  pay salar ies or  wages;  

•  pay t ips and gratu i t ies;  
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•  pay bonuses and vacat ion pay;  

•  provide benef i ts  and a l lowances to employees;  or  

•  need to deduct  amounts,  send those amounts to the CRA, and 
report  amounts f rom other  types of  remunerat ion (such as pension 
or  superannuat ion) .  

I f  you need a payrol l  program account  and you al ready have a 
business number (BN),  you only need to add a payro l l  program 
account  to that  BN. However,  i f  you don' t  have a BN, you have to ask 
for  one and register  for  a payrol l  program account  before your f i rs t  
remit tance due date.  For  more informat ion,  see "Business number" ,  on 
page 43 [9] .  

What to deduct from your employees' remuneration 
You are responsib le for  deduct ing CPP  or  QPP contr ibut ions,  
employment insurance  premiums, and income tax f rom your  
employees'  remunerat ion.  
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To calculate the var ious deduct ions,  you can use the Payrol l  
Deduct ions Onl ine Calculator  at  www.cra.gc.ca/pdoc ,  or  see 
Guide T4001,  EMPLOYERS'  GUIDE – PAYROLL DEDUCTIONS AND 
REMITTANCES,  Guide T4032,  PAYROLL  DEDUCTIONS TABLES,  or  
Guide T4127-JAN, PAYROLL DEDUCTIONS FORMULAS FOR COMPUTER 
PROGRAMS. The calculator  and these publ icat ions can help you 
determine how much to deduct  and what  type of  income is  
pensionable,  insurable or  taxable.  

Payrol l  deduct ions can be compl icated.  I f  you are having t rouble wi th 
them, go to www.cra.gc.ca/payrol l .  

Canada Pension Plan/Quebec Pension Plan 

The Canada Pension Plan (CPP) came into ef fect  as a way to provide 
f inancia l  assistance to Canadians when they ret i re f rom the workforce.  
Every person who works in Canada is  e l ig ib le to get  benef i ts  when he 
or  she ret i res.  

I f  you run a business in Quebec,  instead of  CPP contr ibut ions,  you 
deduct  QPP contr ibut ions.  Any deducted QPP contr ibut ions should be 
sent  to Revenu Québec,  instead of  the Receiver  General  for  Canada.  
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Both employees and employers contr ibute to the CPP or  the QPP. As 
an employer ,  you have to deduct  CPP or QPP contr ibut ions f rom your 
employees'  pensionable earnings and remit  them. You also have to 
contr ibute and remit  an amount  equal  to these contr ibut ions in the 
employees'  respect ive CPP or  QPP plans.  

For  in format ion on the QPP, v is i t  the Revenu Québec web s i te at  
http: / /www.revenuquebec.ca/en/entreprises/ras/calculer-
ras/rrq/default .aspx .  

Employment insurance 

The Employment Insurance Program is  a federal ly adminis tered 
program that  g ives f inancia l  assistance to people who are 
unemployed.  The program also helps people get  t ra in ing for  jobs.  

As an employer,  you are responsib le  for  deduct ing employment 
insurance (EI)  premiums f rom your employees'  insurable earnings.  

The rates for  EI  premiums may vary f rom year to year .  For the most 
current  rates,  go to www.cra.gc.ca/payrol l .  
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Note 
You must  a lso make contr ibut ions to the EI  program for  your 
employees.  General ly,  the employer 's  contr ibut ion wi l l  be s l ight ly 
more than the employee's .  

You also have to deduct  provincia l  parenta l  insurance plan (PPIP) 
premiums such as the Quebec Parenta l  Insurance Plan (QPIP) 
premiums. You must  contr ibute employer amounts for  PPIP premiums. 

Income tax 

As an employer,  you are responsib le  for  deduct ing income tax f rom the 
salar ies,  wages,  or  other  remunerat ion you pay your employees.  

Employees fa l l  in to var ious categor ies (such as f ishers and employees 
who get  paid commissions and c la im expenses).  To help you calculate 
the amount  of  income tax to deduct  f rom the remunerat ion of  your 
employees,  you may need var ious federal  and provincia l  forms,  such 
as Form TD1, PERSONAL TAX CREDITS  RETURN.  For  more informat ion on 
these forms,  see Guide T4001,  EMPLOYERS'  GUIDE – PAYROLL 
DEDUCTIONS AND REMITTANCES. 
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Remittances 

As an employer,  you have to send to the CRA al l  CPP contr ibut ions,  EI  
premiums, and income tax that  were deducted f rom your employees'  
income, as wel l  as your  share,  as an employer,  of  CPP contr ibut ions 
and EI  premiums. 

Remit tances are considered to have been made on the day they are 
received by the Receiver  General  for  Canada.  The date a remit tance is  
received by the CRA is  a lso considered to be the date the Receiver  
General  receives the remit tance.  You need to choose a remit tance 
method that  a l lows you to meet  your  remit tance due date.  

Deduct ions,  a long wi th your remit tance form, must  be received by us 
on or  before your remit tance due dates.  Due dates vary depending on 
the type of  remit ter  you are.  

Most  employers have to send the deducted amounts monthly.  Large 
employers,  however,  may have to send amounts more of ten.  As for  
smal l  business employers,  they may be able to send thei r  deduct ions 
quarter ly.  
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For  more informat ion on the remit tance methods,  go to 
www.cra.gc.ca/payrol l  or  see Guide T4001,  EMPLOYERS'  GUIDE – 
PAYROLL DEDUCTIONS AND REMITTANCES. 

You can check your payrol l  remit tance requirements using the "View 
remitt ing requirements" service at www.cra.gc.ca/mybusinessaccount .  

How to report payroll  deductions 
General ly,  you report  your employees '  salary,  wages,  and taxable 
benef i ts ,  as wel l  as any deduct ions,  on the T4 s l ip,  STATEMENT OF 
REMUNERATION PAID.  

You have to f i l l  out  and give your employees thei r  copies of  the T4 s l ip  
no later  than the end of  February af ter  the calendar year  to  which the 
s l ip  re lates.  There is  a penalty  for  miss ing th is  deadl ine.  For more 
informat ion on th is  penal ty,  go to 
www.cra.gc.ca/penaltyinformationreturns .  
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For  more informat ion about  T4 report ing requirements and f i l ing 
methods,  go to www.cra.gc.ca/sl ips  or  see Guide RC4120,  
EMPLOYERS'  GUIDE – F IL ING THE T4 SLIP  AND SUMMARY.  

Chapter 6 – Income tax 
This chapter  in t roduces you to the process of  report ing earn ings and 
paying income tax on your business 's prof i ts .  I t  wi l l  expla in how to 
account  for  what  your business earns and what  k inds of  income you 
have to report .  I t  te l ls  you what  expenses you can deduct .  I t  a lso te l ls  
you how the three most  common types of  business st ructures pay tax.  

Accounting for your earnings 
General ly,  you have to report  business income (other  than farming or  
f ish ing income) using the accrual  method of  account ing.  Farmers or  
f ishers can use the cash method or  the accrual  method,  but  not  a 
combinat ion of  both.  
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The accrual  method 

Under the accrual  method,  you have to report  income in the f iscal  
per iod you earn i t ,  regardless of  when you receive payment.  

You also deduct  a l lowable expenses in the f iscal  per iod in which you 
incur  them, whether  or  not  you pay for  them in that  per iod.  Incur  
usual ly means you paid or  wi l l  have to pay the expense.  

The cash method 

Under the cash method,  you report  income in the year you receive i t  
(whether in  cash,  property,  or  serv ices)  and you deduct  a l lowable 
expenses in  the year you pay them, except  prepaid expenses .  I f  you 
are a farmer,  f isher ,  or  sel f -employed commissioned sales agent ,  you 
can use the cash method.  

For  more informat ion about  the cash method,  see guides T4002,  
BUSINESS AND PROFESSIONAL INCOME, T4003,  FARMING INCOME,  and 
T4004,  FISHING INCOME. 



–  106  –  

How to keep sales and expense journals 

You should keep a day- to-day record of  your receipts and expenses.  
Keep th is  record a long wi th your dupl icate deposi t  s l ips,  bank 
statements,  cancel led cheques,  and receipts.  This wi l l  support  your 
sales revenue and expendi ture c la ims.  

How to record your business expenses 

You can general ly deduct  business expenses  i f  you incur  them only 
to earn income. I f  you c la im expenses,  you have to be able to back up 
your c la im. You do th is  by keeping a l l  your  business-re lated vouchers 
and receipts,  as wel l  as recording a l l  your expenses in a journal ,  a 
computer ized f i le ,  or  a sof tware account ing program. 

Fiscal period for income tax purposes 
You have to report  your business income on an annual  basis.  For  sole 
propr ietorships,  professional  corporat ions that  are members of  a 
par tnership,  and partnerships in which at  least  one member is  an 
indiv idual ,  professional  corporat ion,  or  another af fected par tnership,  
your business income is  general ly reported on a calendar-year basis.  
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I f  you are a sole propr ie tor  or  i f  you are in a par tnership in which a l l  
the members are indiv iduals,  you can elect  to have a non-calendar-
year f iscal  per iod.  To f i le  such an e lect ion,  use Form T1139,  
RECONCIL IATION OF BUSINESS INCOME FOR TAX PURPOSES.  This  form 
needs to be f i led wi th the CRA by a speci f ic  date.  For  more 
informat ion,  see Guide RC4015,  RECONCIL IATION OF BUSINESS INCOME 
FOR TAX PURPOSES. 

A corporat ion 's  tax year is  i ts  f iscal  per iod.  A f iscal  per iod cannot  be 
longer than 53 weeks (371 days) .  A new  corporat ion can choose any 
tax year-end as long as i ts  f i rs t  tax year is  not  more than 53 weeks 
f rom the date the corporat ion was incorporated or  formed as a resul t  
of  an amalgamat ion.  The corporat ion has to f i le  i ts  income tax return 
wi th in s ix  months of  the end of  i ts  f iscal  per iod.  When the f iscal  year 
ends on the last  day of  the month,  the return is  due on or  before the 
last  day of  the s ix th month af ter  the end of  the tax year.  When the 
f iscal  year ends on a day other  than the last  day of  the month,  the 
return is  due on or  before the same day of  the s ix th month af ter  the 
end of  the tax year.  
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The ru les for  f iscal  per iods are compl icated.  I t  is  a good idea to get  
fami l iar  wi th  them before you go into business.  For  more informat ion,  
see Guide RC4015,  RECONCIL IATION OF BUSINESS INCOME FOR TAX 
PURPOSES,  and Guide T4002,  BUSINESS AND PROFESSIONAL INCOME. 

Note 
I f  you are a GST/HST regist rant ,  your  decis ion about  your f iscal  
per iod-end for  income tax purposes may af fect  your  GST/HST 
report ing per iods,  as wel l  as your f i l ing and remit t ing due dates.  For  
more informat ion,  see Guide RC4022,  GENERAL INFORMATION FOR 
GST/HST REGISTRANTS. 

Income 
This part  g ives you an overv iew of  the business income that  you 
should account  for  in  your records for  income tax purposes.  
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Types of  income 

During the year,  you may receive income f rom your business and f rom 
sources other  than your  sales.  I f  they re late to your business,  you 
have to inc lude them in your business income. 

What is business income 

Business income inc ludes money you earn f rom a profession,  a t rade,  
a manufacture or  undertaking of  any k ind,  an adventure or  concern in 
the nature of  t rade,  or  any other  act iv i ty you carry on for  prof i t  and 
there is  ev idence to support  that  in tent ion.  For  example,  income f rom 
a serv ice business is  business income. However,  business income 
does not  inc lude employment income ,  such as wages or  salar ies 
received f rom an employer.  

Note 
You have to report  a l l  amounts of  income that  are required for  
calculat ing income for  tax purposes.  I f  you do not  report  a l l  your 
income, you may be subject  to a penal ty of  10% of  the amount  of  
income that  you d id not  report .  
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How to account for your business income 

Business owners have to provide informat ion about  thei r  business 
income and expenses.  

Al though we accept  other  types of  f inancia l  s tatements,  we encourage 
you to use any of  the fo l lowing forms that  apply to you:  

•  Form T2125,  Statement of  Business or  Professional  Act iv i t ies;  

•  Form T2042,  Statement of  Farming Act iv i t ies;  

•  Form T1163,  Statement A – Agr iStabi l i t y and Agr i Invest  Programs 
Informat ion and Statement of  Farming Act iv i t ies for  Indiv iduals;  

•  Form T1164,  Statement B – Agr iStabi l i t y and Agr i Invest  Programs 
Informat ion and Statement of  Farming Act iv i t ies for  Addi t ional  
Farming Operat ions;  

•  Form T1273,  Statement A – Harmonized Agr iStabi l i t y and Agr i Invest  
Programs Informat ion and Statement of  Farming Act iv i t ies for  
Indiv iduals;  
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•  Form T1274,  Statement B – Harmonized Agr iStabi l i t y and Agr i Invest  
Programs Informat ion and Statement of  Farming Act iv i t ies for  
Addi t ional  Farming Operat ions;  and 

•  Form T2121,  Statement of  F ishing Act iv i t ies.  

You wi l l  f ind instruct ions on how to complete these forms in the 
income tax guides on our websi te.  

We have designed the forms to accommodate the most  common types 
of  income and expense categor ies used in business,  so i t  should be 
easy for  you to set  up your account ing records.  You can use the 
categor ies inc luded on the forms when you establ ish your account ing 
records.  

You also have to record as income any amount  credi ted to your 
account  or  set  as ide for  you as payment for  provid ing goods and 
serv ices.  This inc ludes amounts credi ted to your  accounts as of fsets 
against  an amount you owe.  

You have to support  a l l  income entr ies in your records wi th or ig inal  
documents – sales invoices,  cash register  tapes,  receipts,  fee 
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s tatements,  and contracts.  Keep the support ing documents in 
chronolog ical  or  numer ical  order  and make them avai lable i f  we ask to 
see them. 

You should a lso keep a separate record of  your  income f rom al l  o ther  
sources,  such as professional  fees and income f rom property,  
investments,  taxable capi ta l  gains,  estates,  t rusts,  employment,  and 
pensions.  

Bad debts 

I f ,  dur ing the year,  you received any amount  that  you wrote of f  as a 
bad debt  in  a previous year,  you have to inc lude the amount in  your 
income for  the current  year.  

For  more informat ion,  see Interpretat ion Bul let in IT-442R, BAD DEBTS 
AND RESERVES FOR DOUBTFUL DEBTS.  

There may be GST/HST impl icat ions on the recovery of  bad debts.  For  
more informat ion,  see Guide RC4022,  GENERAL INFORMATION FOR 
GST/HST REGISTRANTS. 
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Reserves 

You have to br ing any reserve  you c la imed in a previous year back 
into income the next  year .  The INCOME TAX ACT lets  you take a new 
reserve based on your c i rcumstances at  that  t ime.  

For  more informat ion,  see Interpretat ion Bul let in IT-154R, SPECIAL  
RESERVES. 

Vacation tr ips and awards 

I f  you received vacat ion t r ips or  other  k inds of  awards (such as 
jewel lery or  furn i ture)  as a resul t  of  your  business act iv i t ies,  you must  
inc lude the value of  these awards in your business income. 

Vacat ion t r ips and awards may have GST/HST impl icat ions.  For more 
informat ion,  see Guide RC4022,  GENERAL INFORMATION FOR GST/HST 
REGISTRANTS. 
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Government grants and subsidies 

I f  you receive a grant  or  subsidy f rom a government or  government 
agency,  you have to report  i t  as income or  as a reduct ion of  an 
expense.  General ly,  a grant  or  subsidy:  

•  increases your income or  reduces your expenses;  

•  re lates to an income def ic iency;  or  

•  re lates to speci f ic  expenses.  

For example,  i f  you are a farmer and you received a payment to 
subsid ize your income in a drought  year,  you would add the payment 
to your income. However,  i f  you are a business that  receives a 
government employment grant  to a l low you to h i re more students,  you 
would general ly deduct  i t  f rom the wage expense you are c la iming.  

Government assistance that  enables you to acquire capi ta l  property 
does not  increase your net income .  However,  for  depreciable 
property ,  you reduce the capi ta l  cost  of  the property by the amount  of  
assistance received.  For other  capi ta l  property,  reduce the adjusted 
cost  base accordingly.  
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For  more informat ion,  see Interpretat ion Bul let in IT-273R2, 
GOVERNMENT ASSISTANCE – GENERAL COMMENTS. 

Surface rentals for petroleum or natural  gas explorat ion 

I f  you have land that  you usual ly use in your farming or  business 
operat ion,  and you are leasing i t  out  for  petro leum or  natura l  gas 
explorat ion,  you may have to inc lude the leasing proceeds in your 
income as a capi ta l  receipt  or  an income receipt .  

For  more informat ion,  see Interpretat ion Bul let in IT-200,  SURFACE 
RENTALS AND FARMING OPERATIONS. 

Rental  income 

Rental  income can be income f rom property or  income f rom business.  
Income f rom renta l  operat ions is usual ly income f rom property.  

Do not  inc lude renta l  income, whether  f rom farm property or  real  
estate,  wi th your income f rom business or  farming.  You have to report  
i t  separate ly on your tax return.  
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For  more informat ion on renta l  income and how to report  i t ,  see 
Guide T4036,  RENTAL INCOME. 

Barter transactions 

A barter  t ransact ion takes p lace when any two persons agree to 
exchange goods or  serv ices between them. 

I f  you are involved in a bar ter  t ransact ion,  the goods or  serv ices you 
receive could be considered proceeds f rom a business operat ion.   

I f  you are in  a business or  profession that  provides goods or  serv ices,  
and you exchange these goods or  serv ices in a bar ter  t ransact ion,  you 
have to inc lude the value of  the goods or  serv ices you exchanged in 
your income. 

Barter  t ransact ions may also have GST/HST impl icat ions.  For  more 
informat ion,  see Guide RC4022,  GENERAL INFORMATION FOR GST/HST 
REGISTRANTS. 
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Sell ing a property 

I f  you sel l  a  capi ta l  property,  you may have:  

•  a recovery of  capi ta l  cost  a l lowance,  (known as recapture ) ;   

•  an undeprec iated balance in a c lass and no property remain ing in 
that  c lass (known as a terminal  loss ) ;  

•  a capi ta l  gain of  capi ta l  loss.  For example,  i f  you sel l  a  capi ta l  
property for  more than i t  cost ,  you have a capi ta l  gain,  and i f  you 
sel l  i t  for  less than i t  cost ,  you have a capi ta l  loss.  

For  more informat ion on recaptures  and terminal  losses ,  see 
IT-478R2, Capi ta l  Cost  Al lowance -  Recapture and Terminal  Loss.  

For more informat ion on capital  gains  and capital  losses ,  see 
Guide T4037,  CAPITAL GAINS,  and for  addi t ional  ru les re lat ing to 
farmers,  see Guide T4003,  FARMING INCOME. 

There may be GST/HST impl icat ions when you sel l  a  property.  For 
more informat ion,  see Guide RC4022,  GENERAL INFORMATION FOR 
GST/HST REGISTRANTS. 
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Inventory and cost of  goods sold 

To compare expenses against  income, you need to do an annual  
inventory.  This is  usual ly a l is t  of  goods held for  sale.  I f  you are a 
manufacturer ,  th is  inc ludes raw mater ia ls  as wel l  as packaging 
mater ia l  and suppl ies,  work- in-progress (goods and serv ices that  you 
have not  yet  completed at  the end of  your f iscal  per iod) ,  and f in ished 
goods that  you have on hand.  Inventory is  used to calculate the cost  
of  goods sold and net  income on Form T2125,  STATEMENT OF BUSINESS 
OR PROFESSIONAL ACTIV IT IES.  

However,  i f  you have a professional  pract ice and you are an 
accountant ,  dent is t ,  lawyer,  medical  doctor ,  notary,  veter inar ian,  or  
chi ropractor ,  you can e lect  to leave out  your work- in-progress when 
you determine inventory.  

How to value your inventory 

The value you place on the i tems in your year-end inventory is  
important  in  determining your income. For income tax purposes,  the 
two acceptable methods of  valu ing your inventory are by determining:  
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•  the fa i r  market  value of  your ent i re inventory (use e i ther  the pr ice 
you would pay to replace an i tem or the amount you would get  i f  you 
sold an i tem);  or  

•  the value of  indiv idual  i tems (or  c lasses of  i tems,  i f  speci f ic  i tems 
are not  easy to d is t inguish)  in  the inventory,  at  thei r  cost  or  thei r  
fa i r  market  value,  whichever is  lower.  

Af ter  you choose a method of  inventory valuat ion,  you have to 
cont inue to use the same method in la ter  years.  For  more informat ion,  
see Interpretat ion Bul let in  IT-473R, INVENTORY VALUATION. 

Expenses 
This par t  g ives you an overv iew of  the business expenses that  you can 
c la im for  income tax purposes.  For  more informat ion,  go to 
www.cra.gc.ca/business  or  see Guide T4002,  BUSINESS AND 
PROFESSIONAL INCOME. 
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What are business expenses? 

A business expense is  a cost  you incur  for  the sole purpose of  earning 
business income. 

You have to support  business expense c la ims wi th a sales invoice,  an 
agreement of  purchase and sale,  a receipt ,  or  some other  voucher that  
supports the expendi ture.  I f  you pay cash for  any business expenses,  
be sure to get  receipts or  other  vouchers.  Receipts should inc lude the 
vendor 's  name and the date.  

Running a business from your home 

You can deduct  expenses for  the business use of  a work space in your 
home, as long as you meet one  o f  these condi t ions:  

•  i t  is  your  main p lace of  business;  or  

•  you use the space only to earn your business income, and to meet  
your c l ients or  customers.  

You can deduct  par t  of  your maintenance costs,  such as heat ing,  
home insurance,  e lectr ic i ty,  and c leaning mater ia ls .  You can also 
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deduct  par t  of  your  property taxes,  mortgage interest ,  and capi ta l  cost  
a l lowance (CCA).  To calculate the part  you can deduct ,  use a 
reasonable basis,  such as the area of  the work space div ided by the 
tota l  area of  your home. 

For more informat ion,  see Guide T4002,  BUSINESS AND PROFESSIONAL 
INCOME. 

Types of  operating expenses 

Personal  or l iving expenses 

In  most  cases,  you cannot  deduct  personal  or  l iv ing expenses.  
However,  you can deduct  t ravel  expenses you incur  in  the course of  
carrying on a business whi le away f rom home. 

The general  ru le is  that  you cannot  deduct  out lays or  expenses that  
are not  re lated to earning business income. 



–  122  –  

Prepaid expenses 

A prepaid expense is  an expense you pay ahead of  t ime.  I f  you use 
the accrual  method of  account ing,  c la im any expense you prepay in 
the year or  years in which you receive the re lated benef i t .  

For  more informat ion,  see Interpretat ion Bul let in IT-417R2, PREPAID 
EXPENSES AND DEFERRED CHARGES. 

Accounting and legal  fees 

You can deduct  the fees you incurred for  external  professional  advice 
or  serv ices,  inc luding consul t ing fees.  

You can deduct  account ing and legal  fees you incur to get  advice and 
help in keeping your records.  You can also deduct  fees you incur  for  
prepar ing and f i l ing your  income tax and goods and serv ices 
tax/harmonized sales tax returns.  

For  more informat ion,  see Interpretat ion Bul let in  IT-99R5-CONSOLID, 
LEGAL AND ACCOUNTING FEES. 
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Advert ising expenses 

You can deduct  expenses for  advert is ing,  inc luding ads in Canadian 
newspapers and on Canadian te lev is ion and rad io stat ions.  You can 
also inc lude any amount  you paid as a f inder 's fee.  

Certa in restr ic t ions apply to the amount of  the expense you can 
deduct  for  advert is ing in a per iodical .  You can deduct  a l l  the expense 
i f  your  advert is ing is  d i rected to a Canadian market  and the or ig inal  
edi tor ia l  content  in  the issue is  80% or more of  i ts  tota l  non-
advert is ing content .  

You can deduct  50% of  the expense i f  your advert is ing is  in  a 
per iodical  d i rected to a Canadian market  and the or ig inal  ed i tor ia l  
content  in  the issue is  less than 80% of  i ts  tota l  non-advert is ing 
content .  

You cannot  deduct  expenses for  advert is ing d i rected main ly to a 
Canadian market  when you advert ise wi th a fore ign broadcaster .  
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Business tax,  fees,  l icences,  and dues 

You can deduct  any annual  l icence fees and bus iness taxes you incur 
to run your business.  

You can also deduct  annual  dues or  fees to keep your membership in 
a t rade or  commercia l  associat ion.  However,  you cannot  deduct  c lub 
membership dues ( inc luding in i t ia t ion fees) ,  i f  the main purpose of  the 
c lub is  to provide d in ing,  recreat ional ,  or  sport ing fac i l i t ies for  i ts  
members.  

Insurance expenses 

You can deduct  a l l  regular  commercia l  insurance premiums that  you 
pay for  bui ld ings,  machinery,  and equipment that  you use for  your 
business.  

Interest and bank charges 

You can deduct  the interest  you pay on money you borrow to run your 
business.  However,  there are some l imi ts .  
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There is  a l imi t  on the interest  you can deduct  on money you borrow to 
buy a passenger vehic le .  For  more informat ion,  see "Motor  vehic le 
expenses" in Guide T4002,  BUSINESS AND PROFESSIONAL INCOME. 

There is  a lso a l imi t  on the amount of  in terest  you can deduct  for  
vacant  land.  

You can choose to capi ta l ize the in terest  you pay on the money you 
borrow for  any of  the fo l lowing purposes:  

•  to buy depreciable property;  

•  to  buy a resource property;  or  

•  for  explorat ion and development.  

For explorat ion and development,  when you choose to capi ta l ize 
in terest ,  you add the interest  to the cost  of  the property or  the 
explorat ion and development costs.  

Do not  deduct  the capi ta l ized interest  as a current  expense.  For  more 
informat ion,  read " Interest"  in  Guide T4002,  BUSINESS AND 
PROFESSIONAL INCOME. 
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Maintenance and repairs 

You can deduct  the cost  of  labour and mater ia ls  for  any minor repairs 
or  maintenance done to property you use to earn income. However,  
you cannot  deduct  the value of  your  labour.  

You cannot  deduct  costs you incur  for  capi ta l  repairs.  However,  you 
may be able to c la im CCA on repaired property.  A capi ta l  expense 
general ly g ives a last ing benef i t  or  advantage.  For example,  the cost  
of  put t ing v inyl  s id ing on the exter ior  wal ls  of  a wooden house is  a 
capi ta l  expense.   

For  more informat ion about  capi ta l  cost  a l lowance,  see Guide T4002,  
BUSINESS AND PROFESSIONAL INCOME. 

Meals and entertainment 

The maximum part  you can c la im for  food,  beverages,  and 
enter ta inment expenses is  50% of  e i ther  the amount you incur or  an 
amount  that  is  reasonable in the c ircumstances,  whichever is  less.  
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The 50% l imi t  a lso appl ies to the cost  of  your meals when you t ravel  
or  go to a convent ion,  conference,  or  s imi lar  event .  Specia l  ru les can,  
however,  af fect  your c la im for  meals in these cases.  For more 
informat ion,  see "Meals and enter ta inment,"  "Convent ion expenses,"  
or  "Travel , "  in  Guide T4002,  BUSINESS AND PROFESSIONAL INCOME. 

For  more informat ion,  see Interpretat ion Bul let in IT-518R, FOOD,  
BEVERAGES,  AND ENTERTAINMENT EXPENSES. 

Motor vehicle expenses 

You can deduct  expenses you incur  to run a motor  vehic le that  you 
use to earn business income. However,  several  factors can af fect  your 
deduct ion.  

What kind of  vehicle do you own? 

The k ind of  vehic le you own can af fect  the expenses you deduct .  For  
income tax purposes,  there are two types of  vehic les (see "Def in i t ions"  
on pages 23 and 25 [4]  ) :  

•  motor vehicle 
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•  passenger  vehicle  

For  more informat ion about  capi ta l  cost  a l lowance l imi ts ,  in terest  
l imi ts ,  and leasing costs,  see Guide T4002,  BUSINESS AND 
PROFESSIONAL INCOME. 

You can deduct  motor  vehic le expenses only when they are 
reasonable and you have receipts to support  them. 

The types of  expenses you can deduct  inc lude:  

•  fuel  and oi l ;  

•  maintenance and repairs ;  

•  insurance;  

•  l icence and regist rat ion fees;  

•  capi ta l  cost  a l lowance;  

•  in terest  you pay on a loan used to buy a motor  vehic le;  and 

•  leasing costs.  
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For  more informat ion about  motor  vehic les,  see Guide T4002,  
BUSINESS AND PROFESSIONAL INCOME. 

Office expenses 

You can deduct  of f ice expenses for  smal l  i tems such as pens,  penci ls ,  
paper c l ips,  s tat ionery,  and stamps.  However,  you cannot  deduct  
expenses for  capi ta l  i tems such as calculators,  f i l ing cabinets,  chairs,  
and desks.  For more informat ion,  see Guide T4002,  BUSINESS AND 
PROFESSIONAL INCOME. 

Salaries,  including employer's contr ibutions 

You can deduct  the cost  of  salar ies you pay to employees.  You report  
each salary by the end of  February on a T4,  STATEMENT OF 
REMUNERATION PAID,  or  T4A,  STATEMENT OF PENSION,  RETIREMENT,  
ANNUITY AND OTHER INCOME. For more informat ion on these s l ips,  see 
Guide T4001,  EMPLOYERS'  GUIDE – PAYROLL DEDUCTIONS AND 
REMITTANCES. 
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Can you deduct business start -up costs? 

To deduct  a business expense,  you need to have carr ied on the 
re lated business in the f iscal  per iod in which the expense was 
incurred.  Because of  th is ,  you have to be c lear  about  the date your 
business star ted.  

Determining what  you can c la im as a star t -up expense can be di f f icu l t .  
For  more informat ion,  see Interpretat ion Bul let in  IT-364,  
COMMENCEMENT OF BUSINESS OPERATIONS,  or  Guide RC4022,  GENERAL 
INFORMATION FOR GST/HST REGISTRANTS. 

How do the three most common types of business structures 
pay income tax? 

Sole proprietor 

A sole propr ietor  pays taxes by report ing income (or  loss)  on a T1 
income tax and benef i t  return.  

I f  you are a sole propr ie tor ,  you or  your author ized representat ive 
have to f i le  a T1 return i f  you:  
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•  have to pay tax for  the year;  

•  d isposed of  a capital  property  or  had a taxable capi ta l  gain in the 
year;  

•  have to make Canada Pension Plan /Quebec Pension Plan  
(CPP/QPP) payments on sel f -employed earn ings or  pensionable 
earnings for  the year;   

•  want  to access employment insurance  (EI)  specia l  benef i ts  for  
sel f -employed persons.  For  more informat ion,  see Guide T4002,  
BUSINESS AND PROFESSIONAL INCOME; or  

•  received a demand f rom us to f i le  a return.  

You also need to f i le  a return i f  you are c la iming an income tax refund,  
a refundable tax credi t ,  a GST/HST credi t ,  or  the Canada chi ld tax 
benef i t .  You also might  have to f i le  i f  you are ent i t led to receive 
provinc ia l  tax credi ts .  

The l is t  above does not  inc lude every s i tuat ion where you might  have 
to f i le .  
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Note 
As a sole propr ietor ,  you may have to pay your income tax by 
instalments .  You may a lso need to make insta lment  payments for  
CPP contr ibut ions on your own income. For more informat ion,  go 
to www.cra.gc.ca/ instalments .  

When you f i le  your income tax and benef i t  return,  you must  inc lude 
f inancia l  s tatements or  one or  more of  the fo l lowing forms,  as 
appl icable:  

•  Form T2125,  Statement of  Business or  Professional  Act iv i t ies;  

•  Form T2042,  Statement of  Farming Act iv i t ies;  

•  Form T1163,  Statement A – Agr iStabi l i t y and Agr i Invest  Programs 
Informat ion and Statement of  Farming Act iv i t ies for  Indiv iduals;  

•  Form T1164,  Statement B – Agr iStabi l i t y and Agr i Invest  Programs 
Informat ion and Statement of  Farming Act iv i t ies for  Addi t ional  
Farming Operat ions;  
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•  Form T1273,  Statement A – Harmonized Agr iStabi l i t y and Agr i Invest  
Programs Informat ion and Statement of  Farming Act iv i t ies for  
Indiv iduals;  

•  Form T1274,  Statement B – Harmonized Agr iStabi l i t y and Agr i Invest  
Programs Informat ion and Statement of  Farming Act iv i t ies for  
Addi t ional  Farming Operat ions;  and 

•  Form T2121,  Statement of  F ishing Act iv i t ies.  

We wi l l  a lso accept  a computer-generated vers ion of  these forms.  

Partnership 

A partnership by i tse l f  does not pay income tax on i ts  operat ing 
resul ts  and does not  f i le  an annual  income tax return.  Instead,  each 
partner  inc ludes a share of  the partnership income (or  loss)  on a 
personal ,  corporat ion,  or  t rust  income tax return.  You do th is  whether 
or  not  you received your  share in money or  as a credi t  to  your 
par tnership 's  capi ta l  account .  
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Each par tner  a lso has to f i le  f inancia l  s tatements or  one of  the forms 
referred to above in the sect ion on sole propr ietorship.  A computer-
generated vers ion of  any of  these forms is  acceptable.  

A par tnership that  carr ies on a business in Canada,  or  a Canadian 
partnership wi th Canadian or  fore ign operat ions or  investments,  has to 
f i le  Form T5013,  STATEMENT OF PARTNERSHIP INCOME, for  each of  the 
f iscal  per iods of  the partnership where:  

•  at  the end of  the f iscal  per iod,  the partnership has an absolute 
value of  revenues plus an absolute value of  expenses of  more than 
$2 mi l l ion,  or  has more than $5 mi l l ion in assets;  or  

•  at  any t ime dur ing the f iscal  per iod:  

– the partnership is  a t iered partnership (has another par tnership 
as a par tner  or  is  i tse l f  a  par tner  in  another  par tnership) ;  

– the partnership has a corporat ion or  a t rust  as a par tner ;  

– the par tnership invested in f low-through shares of  a pr inc ipal -
business corporat ion that  incurred Canadian resource expenses 
and renounced those expenses to the partnership;  or  
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– the Minister  of  Nat ional  Revenue asked in wr i t ing for  a completed 
Form T5013,  STATEMENT OF PARTNERSHIP  INCOME.  

For more informat ion,  go to www.cra.gc.ca/partnership  or  see 
Guide T4068,  GUIDE FOR THE PARTNERSHIP INFORMATION RETURN 
(T5013 FORMS).  

Corporat ion 

A corporat ion has to f i le  a T2 corporat ion income tax return no later  
than s ix  months af ter  the end of  every tax year ,  even i f  i t  does not  
owe taxes.  I t  a lso has to at tach complete f inancia l  s tatements and the 
necessary schedules to the return.  A corporat ion usual ly pays i ts  
taxes in monthly or  quarter ly insta lments.  For  more informat ion about  
due dates,  see " Important  dates for  businesses,"  on page 167 [31] .  
For  more informat ion on insta lment  payments and the f i l ing 
requirements for  corporat ions,  see Guide T4012,  T2 CORPORATION – 
INCOME TAX GUIDE,  or  Guide T7B-CORP, CORPORATION INSTALMENT 
GUIDE,  or  go to www.cra.gc.ca/payments .  

The tax year  for  a corporat ion is  i ts  f iscal  per iod.  For more informat ion 
on corporat ions,  go to www.cra.gc.ca/t2return .  
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Chapter 7 – Audits 
What is an audit? 
Audi t ing is  a way for  the CRA to moni tor  and inspect  GST/HST and 
income tax and benef i t  returns,  excise taxes and dut ies,  and payrol l  
records.  Al though there is  a h igh standard of  compl iance wi th the law 
in Canada,  audi ts  help us mainta in publ ic  conf idence in the fa i rness 
and integr i ty  of  Canada's tax system. 

How we choose returns to audit  

Your return is  recorded in a computer  system that  le ts  us choose 
returns to be audi ted and sor t  them into d i f ferent  groups.  

In some cases,  we compare selected f inancia l  in format ion for  current  
and previous years of  taxpayers involved in s imi lar  businesses or  
occupat ions.  

The four  common ways of  choosing returns are:  
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1.  Computer-generated l ists 

 Most  returns are selected for  audi t  rev iew f rom computer-
generated l is ts .  For example,  the computer  system can compare 
the selected f inancia l  in format ion of  taxpayers involved in s imi lar  
businesses or  occupat ions and generate l is ts  of  returns wi th audi t  
potent ia l .  From these l is ts ,  we choose returns to be audi ted.  

2.  Audit  projects 

 In  some cases,  we test  the compl iance of  a par t icu lar  group of  
taxpayers.  I f  the test  resul ts  show that  there is  s igni f icant  non-
compl iance wi th in the group,  we may audi t  i ts  members on a local ,  
regional ,  or  nat ional  bas is.  

3.  Leads 

 Leads inc lude informat ion f rom other  audi ts  or  invest igat ions,  as 
wel l  as informat ion f rom outs ide sources.  
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4.  Secondary returns 

 Somet imes we select  returns for  audi t  because of  thei r  associat ion 
wi th other  previously se lected returns.  For example,  i f  you are in 
par tnership wi th another  taxpayer,  and that  person's return has 
been selected for  audi t ,  i t  is  usual ly more convenient  to examine 
al l  the records at  the same t ime.  

How we conduct audits 

I f  your  return is  selected,  an audi tor  wi l l  rev iew your records at  a CRA 
of f ice (of f ice audi t )  or  at  your  p lace of  business ( f ie ld audi t ) .  

The audi tor  wi l l  examine books and records,  documents,  and 
informat ion (col lect ive ly referred to as records)  such as:  

•  in format ion avai lable to the CRA (such as tax returns previously 
f i led,  credi t  bureau searches,  or  property database informat ion) ;  

•  your business records (such as ledgers,  journals,  invoices,  receipts,  
contracts,  and bank statements) ;  
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•  your personal  records (such as bank statements,  mortgage 
documents,  and credi t  card statements) ;   

•  adjustments made by your bookkeeper  or  accountant  to arr ive at  
income for  tax purposes;  and 

•  the personal  or  business records of  other  indiv iduals or  ent i t ies not  
being audi ted ( for  example,  a spouse,  fami ly members,  
corporat ions,  par tnerships,  or  a t rust  [set t lor ,  benef ic iary,  and 
t rustee]) .  

The audi tor  wi l l  contact  you and ask that  you send speci f ic  records to 
a CRA of f ice,  or  arrange a convenient  date and t ime to star t  the audi t  
at  your p lace of  business.  

I f  a f ie ld audi t  is  needed,  on arr iv ing at  your p lace of  business,  the 
audi tor  wi l l  present  an ident i f icat ion card.  Before examin ing your 
records,  the audi tor  may want  to d iscuss the general  nature of  your 
business,  or  tour  the premises to get  a bet ter  understanding of  the 
t ransact ions recorded in your books.  
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Throughout  the process,  the audi tor  may request  in format ion and help 
f rom your employees,  par t icu lar ly those who do your account ing.  

Your personal  records and the personal  or  business records of  other  
indiv iduals or  ent i t ies are legal ly considered to be par t  of  the i tems 
that  re late,  or  may re late,  to the business being audi ted.  An audi tor  
can a lso examine the records of  fami ly members.  

Delays in the audit ,  and how to avoid them 

The t ime an audi t  takes depends on the state of  your account ing 
records and re lated documents,  as wel l  as the s ize and complexi ty of  
your business.  Your co-operat ion wi l l  help keep th is  t ime to a 
minimum. 

Wel l -kept  records wi l l  reduce the t ime needed to  complete the audi t .  
For  more informat ion,  see the record-keeping guidel ines on 
page 50 [10]  of  th is  guide.  
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Final izing an audit  

When an audi t  is  completed,  the audi tor  may propose cer ta in 
adjustments to your return.  He or  she wi l l  prepare a summary of  the 
proposed adjustments.  

I f  the audi tor  f inds that  your return has to be reassessed (which 
means you wi l l  have to pay more taxes or  you are ent i t led to a 
refund),  you wi l l  receive a proposal  le t ter  expla in ing the reason for  the 
reassessment.  You wi l l  have 30 days to agree or  d isagree wi th the 
proposed reassessment.  The audi tor  can fur ther  expla in the 
reassessment i f  necessary.  

I f  you provide more informat ion wi th in th is  per iod,  the audi tor  wi l l  
consider  i t  and wi l l  issue a new proposal  le t ter ,  i f  appl icable.  

I f  there are no proposed adjustments to your return,  the audi tor  wi l l  
te l l  you th is  when the audi t  is  completed.  

I f  there are changes,  you wi l l  be issued a not ice of  assessment or  a 
not ice of  reassessment.  
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Note 
The audi tor 's  ro le is  to determine the correct  amount  of  duty or  tax 
payable .  This may resul t  in  your taxes being reduced and you 
receiv ing a refund.  

What are your rights? 

I f  the audi tor  f inds that  your return has to be reassessed (which 
means you wi l l  have to pay more taxes or  you are ent i t led to a 
refund),  you wi l l  receive a proposal  let ter  expla in ing the reason for  the 
reassessment.  You wi l l  have 30 days to agree or  d isagree wi th the 
proposed reassessment.  The audi tor  can fur ther  expla in the 
reassessment i f  necessary.  

What are your responsibi l i t ies? 

By law,  you have to keep adequate books and records to determine 
your tax obl igat ions and your ent i t lements.  General ly,  books and 
records must  be kept  for  a minimum of  s ix  years af ter  the year they 
re late to.  
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I f  you use a computer  for  your account ing records,  you must  keep your 
books and records in an e lectronical ly readable format,  even i f  you 
a lso keep them on paper.  Using the serv ice of  a tax professional  does 
not  re l ieve you of  your responsib i l i t ies.  

For  an audi t ,  p lease make avai lable  to the audi tor  your records (both 
paper and e lectronic) ,  any support ing documents,  and explanat ions to 
the quest ions the audi tor  wi l l  have.  

Underground economy 
The underground economy typical ly  involves economic act iv i ty that  is  
unreported or  under-reported for  tax purposes.  The underground 
economy inc ludes fa i lure:   

•  to  f i le ;  

•  to  register ;  

•  to  report  a business act iv i ty  

•  to  report  business income; or  
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•  to  report  employment income.  

Know the businesses and indiv iduals wi th whom you are deal ing,  and 
use the informat ion at  your d isposal ,  inc luding our websi te to 
recognize those who are par t ic ipat ing in the underground economy.  
For more informat ion,  go to www.cra.gc.ca/undergroundeconomy .  

Tax alert 

Protect yourself !  

We know that  most  taxpayers,  g iven the proper informat ion and tools,  
wi l l  vo luntar i ly meet  thei r  tax obl igat ions.  

Our websi te  conta ins informat ion that  wi l l  help taxpayers understand 
how to protect  themselves against  tax schemes,  and understand the 
consequences they might  face.  

For example,  some taxpayers don' t  real ize the f inancia l  and personal  
r isks they are exposed to by paying cash for  home renovat ions.  Other 
taxpayers don' t  know that  par t ic ipat ing in cer ta in tax shel ter  schemes 
to avoid paying taxes could not  only mean a loss of  thei r  pr inc ipal ,  the 
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repayment of  taxes owed,  and penal t ies and interest ,  but  i t  could a lso 
lead to f ines and impr isonment.  

In format ion is  the key! For  more informat ion about  how to protect  
yoursel f  against  tax schemes,  go to www.cra.gc.ca/alert .  

Chapter 8 – Objections and appeals 
I f  you d isagree wi th an assessment,  you can get  an explanat ion of  the 
changes by cal l ing 1-800-959-5525 .  Many d isputes are resolved th is  
way,  wi thout  having to f i le  a formal  dispute.  

I f  you want  to change your assessment because of  new or  addi t ional  
in format ion,  you can:  

•  go to www.cra.gc.ca/changereturn ;  or  

•  send a let ter  to the tax centre address shown on the not ice of  
assessment.  
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Note 

Inc lude your  socia l  insurance number and any documents support ing 
the requested change wi th your le t ter .  

I f  you st i l l  d isagree wi th the assessment,  you have the r ight  to register  
a formal  d ispute.  

How to register a formal dispute 
Income tax – I f  you d isagree wi th your assessment or  reassessment,  
you can register  a formal  d ispute.  F i l ing an object ion is  the f i rs t  s tep 
in the formal  process of  resolv ing a d ispute.  The t ime l imi t  for  f i l ing an 
object ion is  as fo l lows:  

•  I f  you are an indiv idual  (other  than a t rust) ,  or  i f  you are f i l ing for  a 
testamentary t rust ,  the t ime l imi t  for  f i l ing an object ion is  e i ther  one 
year af ter  the due date for  the return or  wi th in the 90 days fo l lowing 
the date of  the not ice of  assessment or  not ice of  reassessment,  
whichever is  la test .  

•  In  every other  case,  inc luding taxes that  were assessed for  over-
contr ibut ions to an RRSP or  a TFSA, you have to f i le  an object ion 
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wi th in the 90 days fo l lowing the date of  the not ice of  assessment or  
not ice of  reassessment.  

You or  your author ized representat ive can f i le  an object ion by:   

•  us ing the onl ine serv ices:   

– "Register  my formal  d ispute"  for  indiv iduals 
at  www.cra.gc.ca/myaccount or 
through  www.cra.gc.ca/representat ives;  

– "Register  a formal  d ispute (Not ice of  Object ions)"  for  
business at  www.cra.gc.ca/mybusinessaccount or 
through  www.cra.gc.ca/representat ives ;   

•  sending us a completed Form T400A, OBJECTION – INCOME TAX ACT;  
or   

•  sending a s igned let ter  to the chief  of  appeals at  your appeals 
in take centre.  

GST/HST  –  To f i le  an object ion,  use Form GST159,  NOTICE OF 
OBJECTION (GST/HST).  The t ime l imi t  for  f i l ing an object ion is  wi th in 
the 90 days fo l lowing the date of  the not ice.  
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In  the province of  Quebec,  Revenu Québec administers the GST/HST 
unless you are a selected l is ted f inancia l  inst i tu t ion.  To get  
in format ion on t ime l imi ts  and how to f i le  an object ion to a GST 
assessment or  reassessment completed by Revenu Québec,  contact  
them di rect ly.  For  more informat ion,  v is i t  the Revenu Québec websi te 
at www.revenu.gouv.qc.ca/en/entreprise/taxes/tvq_tps/default.aspx .  

Excise duty – You or  your author ized representat ive can f i le  a not ice 
of  object ion wi th in the 90 days fo l lowing the day of  your not ice of  
assessment or  not ice of  reassessment us ing:  

•  the "Register  a formal  d ispute (Not ice of  Object ion)"  serv ice 
at  www.cra.gc.ca/mybusinessaccount ,  or  
at  www.cra.gc.ca/representat ives ;  or ,  

•  Form E680,  Not ice of  Object ion (Excise Act ,  2001).  

Other taxes  –  You or  your author ized representat ive can f i le  a not ice 
of  object ion using:  

•  the "Register  a formal  d ispute (Not ice of  Object ion)"  serv ice 
at  www.cra.gc.ca/mybusinessaccount ,  or  
through www.cra.gc.ca/representat ives ;   
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•  Form E413,  Not ice of  Object ion (Excise Tax Act) ;  

•  Form RC45, Not ice of  Object ion (Sof twood Lumber Products Export  
Charge Act ,  2006);  or  

•  Form E676,  Not ice of  Object ion (Ai r  Travel lers Secur i ty Charge 
Act) .   

I f  you are us ing one of  these forms,  send i t  to  the of f ice l is ted on the 
back of  the form. 

Canada Pension Plan and employment insurance  –  I f  you th ink we 
have mis interpreted the facts or  not  appl ied the law correct ly,  you 
have the r ight  to appeal  assessments and ru l ings re lated to the 
Canada Pension Plan (CPP) and employment insurance (EI) .  

To f i le  an appeal  to the Minister  of  Nat ional  Revenue,  you or  your 
author ized representat ive can:  

•  use the onl ine serv ices at  www.cra.gc.ca/mybusinessaccount  or  
at  www.cra.gc.ca/representat ives ;  
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•  mai l  your appeal  to the CPP/EI  appeals of f ice located in your region 
or  to any tax serv ices of f ice;  

•   use Form CPT100,  Appeal  of  a Rul ing under the Canada Pension 
Plan and/or  Employment Insurance Act  ( to appeal  a ru l ing of  CPP 
and/or  EI) ;  or  

•  Form CPT101,  Appeal  of  an Assessment under the Canada Pension 
Plan and/or  Employment Insurance Act  ( to appeal  an assessment of  
CPP and/or  EI) .  

In a l l  cases,  you can send us a let ter  deta i l ing your request ,  s igned by 
you (or  the appel lant)  or  by an author ized of f icer  of  a corporat ion.  

For more informat ion on the formal  process of  resolv ing a d ispute,  go 
to www.cra.gc.ca/resolvingdisputes .  
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Chapter 9 – At your service 
Electronic services for businesses 
Electronic serv ices help businesses by st reaml in ing communicat ions 
wi th the Canada Revenue Agency and s impl i fy ing the preparat ion and 
submission of  tax informat ion.  For more informat ion,  go 
to www.cra.gc.ca/businessonl ine .  

Registering your business 

Business Regist rat ion Onl ine is  a one-stop regist rat ion serv ice that  
le ts  you apply for  a business number (BN) wi th us,  as wel l  as register  
for  programs administered by Br i t ish Columbia,  Nova Scot ia,  and 
Ontar io.  

You can also use th is  onl ine serv ice i f  you have a BN and need to 
register  for  any of  the four  major  program accounts (GST/HST, payrol l  
deduct ions,  corporat ion income tax,  and import /export ) .  Businesses 
wi th a physical  address in Quebec that  need a GST account  wi l l  be 
automat ical ly l inked to the Revenu Québec websi te.  For  more 
informat ion,  go to www.cra.gc.ca/bro .  
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Fil ing returns 

Fi le your income tax and benefi t  return using NETFILE 

NETFILE is  one of  our  e lectronic tax- f i l ing opt ions.  This serv ice lets 
you f i le  your income tax return wi th us using the Internet .  You can 
only send your own return to us using NETFILE. Author ized 
representat ives cannot  send returns for  thei r  c l ients through NETFILE. 
When you use th is  serv ice,  you cannot  change any of  your personal  
in format ion such as your  name, address,  date of  b i r th,  or  d irect  
deposi t  in format ion.  

I f  you have registered wi th the My Account  serv ice,  you or  your 
author ized representat ive can change your address before using 
NETFILE by going to www.cra.gc.ca/myaccount .  

I f  you are not  registered,  cal l  1-800-714-7257  to  make the necessary 
changes to your address before using NETFILE. 
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File your corporation income tax return over the Internet 

You can f i le  your corporat ion income tax return wi th us using the 
Internet .  You wi l l  benef i t  f rom faster  processing and refunds,  less 
paper use,  and lower mai l ing and cour ier  costs.  

Al l  corporat ions wi th annual  gross revenue of  more than $1 mi l l ion 
have to f i le  thei r  corporat ion income tax return over the Internet .  
Businesses can use our corporat ion Internet  f i l ing serv ice or  f i le  
through My Business Account ,  and author ized representat ives can f i le  
through Represent  a Cl ient  wi thout  a web access code.  A penal ty for  
non-compl iance wi l l  be charged i f  a  corporat ion that  has to f i le  over  
the Internet  does not  comply wi th th is  requirement.  

Af ter  a corporat ion income tax return has been prepared us ing our 
cer t i f ied commercia l  sof tware,  s imply access the corporat ion Internet  
f i l ing websi te,  fo l low the easy- to-use instruct ions,  and send the return.  
You wi l l  receive immediate conf i rmat ion once the return has been 
accepted for  processing.  I f  you have problems sending the return over 
the Internet ,  onl ine messages should help you solve them. 
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When you register  wi th the CRA for  d i rect  deposi t  by using our onl ine 
serv ice or  by sending us Form RC366, DIRECT DEPOSIT  REQUEST FOR 
BUSINESSES,  your refund wi l l  be in your account  the same day we 
would have mai led your cheque.  To take advantage of  th is  serv ice,  go 
towww.cra.gc.ca/directdeposit .  

For  more informat ion,  go to www.cra.gc.ca/mybusinessaccount  or  
to  www.cra.gc.ca/representat ives  or  cal l  our  Corporat ion Internet  
F i l ing Help Desk at  1-800-959-2803 .  

Mandatory electronic f i l ing for GST/HST registrants 

Some GST/HST regist rants have to f i le  thei r  GST/HST return 
e lectronical ly.  Your f i l ing opt ions,  however,  depend on your report ing 
c i rcumstances.  For more informat ion on opt ions for  the e lectronic 
f i l ing of  GST/HST returns,  go to www.cra.gc.ca/gsthst-f i l ing .  

You may also be able to e lectronical ly f i le  your return and make your 
payment through a part ic ipat ing f inanc ia l  inst i tu t ion or  th i rd-party 
serv ice provider .  Contact  your local  branch or  serv ice provider  to see 
i f  they of fer  th is  serv ice,  or  go to www.cra.gc.ca/gsthst-edi .  
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Note 
El ig ib le corporat ion income tax,  GST/HST, and informat ion returns 
can be f i led e lectronical ly by business owners through My Business 
Account ,  at  www.cra.gc.ca/mybusinessaccount ,  or  by author ized 
representat ives through Represent  a Cl ient  at  
www.cra.gc.ca/representat ives .  

The GST/HST Registry 

The GST/HST Regist ry is  an onl ine serv ice that  le ts  you val idate the 
GST/HST number of  a business.  This ensures that  c la ims submit ted 
for  input  tax credi ts  only inc lude GST/HST charged by GST/HST 
regist rants.   

For  more informat ion,  go to www.cra.gc.ca/gsthstregistry .  

You can val idate a Quebec sales tax (QST) regist rat ion number for  a 
person who is  registered for  the QST, other  than a selected l is ted 
f inancia l  ins t i tu t ion,  by accessing the QST regist ry on the Revenu 
Québec websi te at  www.revenu.gouv.qc.ca/en/sepf/services/  
sgp_val idat ion_tvq/default .aspx .  
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Gett ing help 

To get  help using My Business Account ,  GST/HST NETFILE,  GST/HST 
TELEFILE, Informat ion Returns,  Electronic Fi l ing,  Represent  a Cl ient ,  
and the Payrol l  Deduct ions Onl ine Calculator ,  you or  your author ized 
representat ive can cal l  the E-SERVICES Helpdesk at  1-877-322-7849 or 
for  c l ients us ing a te letypewr i ter  (TTY),  cal l  1-888-768-0951 .  

The fo l lowing table shows thei r  hours of  serv ice:  

Hours of  service 

Time zone Monday to Friday 

Paci f ic  t ime 3:45 a.m. to 6:00 p.m. 

Mountain t ime 4:45 a.m. to 7:00 p.m. 

Centra l  t ime 5:45 a.m. to 8:00 p.m. 

Eastern t ime 6:45 a.m. to 9:00 p.m. 

At lant ic  t ime 7:45 a.m. to 10:00 p.m. 
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Hours of  service 

Time zone Monday to Friday 

Newfoundland and Labrador t ime 8:15 a.m. to 10:30 p.m. 

Outs ide Canada and the U.S.  
(Eastern t ime) 6:45 a.m. to 9:00 p.m. 

Teletypewr i ter  (TTY) (Eastern t ime) 6:45 a.m. to 9:00 p.m. 

Note 
The E-SERVICES Helpdesk is  not  avai lable on weekends and statutory 
or  c iv ic  hol idays.  

For  help wi th corporat ion Internet  f i l ing,  cal l  1-800-959-2803 .   

For  general  business enquir ies,  cal l  1-800-959-5525 .  

For  more informat ion about  our  e lectronic serv ices for  businesses,  go 
to www.cra.gc.ca/businessonl ine .  
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Advance income tax rulings and interpretations 
An advance income tax ru l ing is  a wr i t ten statement to a taxpayer f rom 
the Income Tax Rul ings Directorate that  says how we wi l l  in terpret  and 
apply Canadian income tax law to t ransact ions a taxpayer is  
consider ing.  For  more informat ion,  see Informat ion Circular  IC70-6R6, 
ADVANCE INCOME TAX RULINGS. 

Asking for a Canada Pension Plan (CPP) or employment 
insurance (EI) ruling 
You can ask for  a ru l ing on the status of  a worker  or  workers  
under the CANADA PENSION PLAN or  the EMPLOYMENT 
INSURANCE ACT,  us ing the "Request  a CPP/EI  ru l ing" serv ice 
at  www.cra.gc.ca/mybusinessaccount ,  or  i f  you are an author ized 
representat ive at  www.cra.gc.ca/representat ives .  To ask for  a 
ru l ing for  a g iven year,  you have to send your request  by June 29 
of  the next  year.  
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GST/HST rulings and interpretations 
You can ask for  a wr i t ten ru l ing or  in terpretat ion on how the GST/HST 
appl ies to your operat ions or  t ransact ions.  We wi l l  provide guidance,  
and as much cer ta inty as possib le,  about  how the GST/HST appl ies 
and the consequences of  your t ransact ions or  proposed t ransact ions.  
I f  you need general  in format ion about  GST/HST, go to 
www.cra.gc.ca/gsthst  or  cal l  1-800-959-5525 .  

We provide our GST/HST ru l ings and interpretat ions serv ice f rom 
ru l ings centres across Canada (except  in  Quebec).  You or  your 
author ized representat ive can cal l  us at  1-800-959-8287 .  For  serv ice 
in Quebec,  cal l  Revenu Québec at  1-800-567-4692 .  

For  more informat ion,  see Pamphlet  RC4405,  GST/HST RULINGS –
EXPERTS IN  GST/HST LEGISLATION and GST/HST Memorandum 1.4,  
EXCISE AND GST/HST RULINGS AND INTERPRETATIONS SERVICE.  

Excise duty rulings and interpretations 
You can ask for  a wr i t ten ru l ing or  in terpretat ion on how excise dut ies 
apply to cer ta in goods (such as a lcohol  and tobacco products) .  For  
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more informat ion,  contact  a regional  excise duty of f ice.  For a l is t ing of  
thei r  numbers,  see Excise Duty Memoranda EDM1-1-2,  REGIONAL 
EXCISE DUTY OFFICES,  at  www.cra.gc.ca/forms .  

Excise taxes and other levies rulings and interpretations 
You can ask for  a wr i t ten ru l ing or  in terpretat ion on how the excise tax 
or  a i r  t ravel lers secur i ty charge appl ies to your operat ions or  
t ransact ions.  For  more informat ion on request ing an excise tax or  
other  lev ies ru l ing,  go 
to http: / /www.cra-arc.gc.ca/E/pub/et /contacts/contacts-e.html .  

Service Canada 
We work wi th other  federal  agencies and departments to serve 
Canadians in smal ler  communi t ies by of fer ing a var iety of  government 
serv ices in s ingle locat ions cal led Serv ice Canada centres.  For  the 
centre nearest  you,  v is i t  www.servicecanada.gc.ca .  
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Scientif ic research and experimental development (SR&ED) 
investment tax credit  
We have set  up a serv ice to address the needs of  indiv iduals  and 
businesses that  have c la imed the SR&ED investment  tax credi t .  We 
regular ly hold publ ic  in format ion sessions to expla in the meaning of  
SR&ED, descr ibe e l ig ib le act iv i t ies,  exp la in what  expendi tures qual i fy 
for  the credi t ,  and descr ibe the documentat ion needed for  a c la im. For 
more informat ion on th is  credi t  and these sessions,  
go to www.cra.gc.ca/sred  or  cal l  1-800-959-5525 .  

Canada business service centres 
These centres provide businesses wi th access to informat ion about  
the programs and serv ices of  var ious federal  departments and 
agencies,  inc luding the Canada Revenue Agency,  Industry Canada,  
and economic development agencies such as the At lant ic  Canada 
Opportuni t ies Agency,  Western Economic Divers i f icat ion Canada,  and 
Canada Economic Development for  Quebec Regions.  Other par tners 
inc lude prov incia l  and non-government agencies.  
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On the Canada s i te,  www.canada.ca ,  you can f ind a l is t  of  l inks to the 
websi tes of  Government of  Canada departments,  agencies,  and Crown 
corporat ions.  You can also f ind l inks to websi tes  mainta ined by 
organizat ions for  which federal  departments and agencies are 
responsib le.  

Industry Canada 
To access Industry Canada's extensive expert ise and informat ion 
resources,  v is i t  www.ic.gc.ca .  

Your rights, entit lements, and obligations 
The CRA operates on the fundamental  bel ie f  that  taxpayers are more 
l ike ly to comply wi th the law i f  they are t reated fa i r ly and have the 
informat ion,  advice,  and serv ices they need to meet  thei r  obl igat ions.  
These obl igat ions may inc lude f i l ing required returns,  paying taxes,  
provid ing informat ion,  and proper ly declar ing imported or  
exported goods.  
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Al though we want  to make sure you are aware of  your obl igat ions,  we 
also want  to make sure that  you understand and can exerc ise 
your r ights.  

The Taxpayer Bil l  of Rights 
The Taxpayer Bi l l  o f  Rights (TBR) descr ibes and def ines 16 r ights and 
bui lds on the CRA's corporate values of  professional ism, respect ,  
in tegr i ty,  and cooperat ion.  I t  descr ibes the t reatment  you are ent i t led 
to when you deal  wi th the CRA. The TBR also sets out  the CRA 
Commitment  to Smal l  Business to ensure thei r  in teract ions wi th the 
CRA are conducted as ef f ic ient ly and ef fect ive ly as possib le.   

For  more informat ion about  your r ights and what  you can expect  when 
you deal  wi th the CRA, go to cra.gc.ca/r ights .  

What is the Voluntary Disclosures Program? 
The Voluntary Disc losures Program (VDP) a l lows you to come forward 
and correct  inaccurate or  incomplete informat ion or  to d isc lose 
informat ion you had not  previously reported to us.  
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You may avoid penal t ies and prosecut ion i f  you make a val id 
d isc losure before you become aware of  any compl iance act ion being 
in i t ia ted against  you by us.  You wi l l  only have to pay the taxes owing 
p lus in terest .   

A d isc losure is  val id  i f  i t :   

•  is  voluntary;   

•  conta ins complete informat ion;  

•  involves the appl icat ion or  the potent ia l  appl icat ion of  a penal ty;  
and 

•  general ly inc ludes informat ion that  is  more than one year overdue.   

The VDP provides an avenue for  you to correct  past  errors and 
omissions and become compl iant  wi th tax laws.  

For  more informat ion,  go to www.cra.gc.ca/voluntarydisclosures  or  
see Informat ion Circular  IC00 1R4, VOLUNTARY DISCLOSURES PROGRAM, 
or  GST/HST Memorandum 16.3,  CANCELLATION OR WAIVER OF 
PENALTIES AND/OR INTEREST.  
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Cancel or waive penalties and interest 
The CRA administers legis lat ion,  commonly cal led the taxpayer re l ie f  
provis ions,  that  g ives d iscret ion to the CRA to cancel  or  waive 
penal t ies or  in terest  when taxpayers are unable to meet thei r  tax 
obl igat ions due to c i rcumstances beyond thei r  contro l .  

Income Tax 

The CRA's discret ion to grant  re l ie f  is  l imi ted to any per iod that  ended 
wi th in 10 years before the calendar year in which a request  is  
submit ted or  an income tax return is  f i led.  

For  penal t ies,  the CRA wi l l  consider  your request  only i f  i t  re lates to a 
tax year or  f iscal  per iod ending in any of  the 10 calendar years before 
the year in  which you make your request .  For  example,  i f  you make a 
request  in  2016,  i t  has to re late to a penal ty for  a tax year or  f iscal  
per iod ending in 2006 or  la ter .   

For  interest  on a balance owing for  any tax year ,  the CRA wi l l  
consider  only the amounts that  accrued dur ing the 10 calendar years 
before the year in which you make your request .  For  example,  your 
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request  made in 2016 must  re late to interest  that  accrued in 2006 or  
la ter .  

GST/HST 

The CRA wi l l  consider  waiv ing or  cancel l ing interest  or  penal t ies 
re lated to a report ing per iod ending in any of  the 10 calendar  years 
af ter  the end of  that  report ing per iod.  

To submit  your  request  for  re l ie f ,  use Form RC4288,  REQUEST FOR 
TAXPAYER RELIEF –  CANCEL OR WAIVE PENALTIES OR INTEREST.  

For  more informat ion about  re l ie f  f rom penal t ies or  in terest ,  
go to www.cra.gc.ca/taxpayerrel ief  
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Important dates for businesses 

Sole proprietorships and partnerships 

Monthly,  by 
the 15th 

Send us the payrol l  deduct ions f rom your employees'  
remunerat ion,  a long wi th your par t  of  Canada Pension 
Plan (CPP) contr ibut ions and employment insurance 
(EI)  premiums by the 15th of  the next  month.  

Quarter ly,  by 
the 15th 

I f  you are sel f -employed,  make your  instalment 
payments of  tax and CPP contr ibut ions by these dates:  

1st  insta lment :  March 15 

2nd insta lment :  June 15 

3rd insta lment :  September 15 

4th insta lment :  December 15 
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Sole proprietorships and partnerships 

Last  day of  
February 

F i le  your T4 and T4A s l ips a long wi th the 
re lated Summary form. Dist r ibute the s l ips to your 
employees.  

March 31 I f  required,  par tnerships (except  those made up of  
corporat ions,  or  a combinat ion of  indiv iduals,  
corporat ions,  and t rusts wi th d i f ferent  f i l ing dates)  
must  f i le  a par tnership informat ion return before th is  
date.  

Apr i l  30 F i le  your income tax and benef i t  return for  the 
previous year.  Pay  any tax amounts owing.  
Sel f -employed indiv iduals and thei r  spouses or  
common- law partners have unt i l  June 15 to f i le  thei r  
returns.  
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Sole proprietorships and partnerships 

June 15 Sel f -employed indiv iduals (and thei r  spouses or  
common- law partners)  must  f i le  thei r  income tax and 
benef i t  returns by June 15.  However,  to avoid in terest  
charges,  you have to pay any balance owing by  
Apri l  30 .  

December 31 For farmers  and f ishers ,  ca lculate and pay the 
amount  of  your current-year insta lment  payment .  

 

Corporat ions 

Monthly,  by 
the 15th 

Send us the payrol l  deduct ions f rom 
your employees'  remunerat ion,  a long wi th your par t  of  
CPP contr ibut ions and EI  premiums, by the 15th of  the 
next  month.  
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Corporat ions 

Monthly or  
Quarter ly  

Corporat ions have to pay insta lments of  thei r  
current-year  taxes,  by the last  day of  each month or  
each quarter .  

Last  day of  
February 

F i le  your T4 and T4A s l ips a long wi th the 
re lated Summary form. Dist r ibute the s l ips to your 
employees.  

Two months 
f rom your tax 
year-end 

The balance of  corporat ion income tax payable is  due.  

Three months 
f rom your tax 
year-end 

For Canadian contro l led pr ivate corporat ions c la iming 
the smal l  business deduct ion,  the balance of  the 
corporat ion tax payable is  due 

Six months 
f rom your tax 
year-end 

Corporat ions must  f i le  a T2,  CORPORATION INCOME TAX 
RETURN, no later  than s ix  months af ter  the 
corporat ion 's  year-end.  



–  171  –  

Note 
I t  is  important  that  you f i le  required returns and remit  payments on 
t ime.  I f  you do not  f i le  and remit  on t ime,  penal t ies apply and 
interest  is  charged on unpaid taxes and penal t ies.  

To help you remember important  business dates,  you can use the 
Business Tax Reminders mobi le app.  For  more informat ion,  go 
to www.cra.gc.ca/mobileapps .  

For  more informat ion on important  dates,  go to 
www.cra.gc.ca/ importantdates .  

Addresses on our website 
Vis i t  our  websi te at  www.cra.gc.ca .  Below is  a l is t  of  some usefu l  
addresses for  smal l  businesses:  

Topic website 

Abor ig inal  peoples www.cra.gc.ca/aboriginalpeoples 

Agr i Invest  Program www.agr.gc.ca/agri invest 
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Topic website 

Agr iStabi l i t y  Program www.agr.gc.ca/agristabi l i ty 

Air  Travel lers Secur i ty 
Charge www.cra.gc.ca/atsc 

Business home page www.cra.gc.ca/business 

Business number (BN) 
regist rat ion www.cra.gc.ca/bn 

Business Tax Reminders 
mobi le app www.cra.gc.ca/mobileapps 

Complaints and disputes www.cra.gc.ca/resolvingdisputes 

Conduct ing business on the 
Internet  (e-commerce) www.cra.gc.ca/ecomm 

Contact  us www.cra.gc.ca/contact 

Contract  payment repor t ing www.cra.gc.ca/contract  
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Topic website 

Corporat ion income tax www.cra.gc.ca/t2return 

Corporat ion Internet  f i l ing www.cra.gc.ca/corporation-internet 

Direct  deposi t  – Business www.cra.gc.ca/dd-bus 

Electronic payments  www.cra.gc.ca/payments 

Electronic mai l ing l is ts  www.cra.gc.ca/ l ists 

Electronic serv ices www.cra.gc.ca/electronicservices 

E-serv ices for  businesses www.cra.gc.ca/businessonline 

Events and seminars www.cra.gc.ca/events 

EXCISE AND GST/HST NEWS www.cra.gc.ca/formspubs/typ/  
gsthstnws-eng.html 

Excise taxes and specia l  
lev ies  www.cra.gc.ca/etsl  
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Topic website 

Frequent ly asked quest ions www.cra.gc.ca/faqs 

Fi l ing informat ion returns 
e lectronical ly  www.cra.gc.ca/ iref 

Forms and publ icat ions www.cra.gc.ca/forms 

Forms and publ icat ions – 
Onl ine order  forms www.cra.gc.ca/orderforms 

GST/HST Informat ion for  
businesses www.cra.gc.ca/gsthst 

GST/HST electronic f i l ing 
and remit t ing www.cra.gc.ca/gsthst-edi 

In formant  Leads Program www.cra.gc.ca/ leads 

My Business Account  www.cra.gc.ca/mybusinessaccount 

Payrol l  www.cra.gc.ca/payrol l  
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Topic website 

Payrol l  Deduct ions Onl ine 
Calculator  www.cra.gc.ca/pdoc 

Prescr ibed interest  rates www.cra.gc.ca/ interestrates 

Publ ic  hol idays and due 
dates www.cra.gc.ca/duedates 

Represent  a Cl ient  www.cra.gc.ca/representat ives 

Secur i ty opt ions – Taxable 
benef i t  www.cra.gc.ca/stockoptions 

Service Complaints www.cra.gc.ca/complaints 

Smal l  businesses www.cra.gc.ca/smallbusiness 

T4 informat ion returns  
(how to f i le)  www.cra.gc.ca/sl ips 

Taxpayer Bi l l  o f  Rights www.cra.gc.ca/r ights 
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Topic website 

Taxpayers '  Ombudsman www.oto-boc.gc.ca 

Taxpayer re l ie f  provis ions www.cra.gc.ca/taxpayerrel ief  

Tax serv ices of f ices and 
tax centres www.cra.gc.ca/tso 

Tax myths www.cra.gc.ca/myths 

Underground economy www.cra.gc.ca/undergroundeconomy

Voluntary Disc losures 
Program www.cra.gc.ca/voluntarydisclosures 

What 's new www.cra.gc.ca/whatsnew 

Forms and publications 
Guides 
•  RC17,Taxpayer Bi l l  o f  Rights Guide:  Understanding Your Rights as 

a Taxpayer  
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•  RC4015,  Reconci l ia t ion of  Business Income for  Tax Purposes 

•  RC4022,  General  Informat ion for  GST/HST Regist rants 

•  RC4027,  Doing Business in Canada – GST/HST Informat ion for  
Non-Residents 

•  RC4033,  General  Appl icat ion for  GST/HST Rebates – Inc ludes 
Forms GST189,  GST288,  and GST507 

•  RC4058,  Quick Method of  Account ing for  GST/HST – Inc ludes 
Form GST74  

•  RC4082,  GST/HST Informat ion for  Char i t ies 

•  RC4110,  Employee or  Sel f -Employed? 

•  RC4120,  Employers '  Guide – F i l ing the T4 Sl ip and Summary 

•  RC4420,  Informat ion on CRA – Serv ice Complaints 

•  T4001,  Employers '  Guide – Payrol l  Deduct ions and Remit tances 

•  T4002,  Business and Professional  Income 

•  T4003,  Farming Income 
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•  T4004,  F ishing Income 

•  T4008,  Payrol l  Deduct ions Supplementary Tables 

•  T4012,  T2 Corporat ion – Income Tax Guide 

•  T4032,  Payrol l  Deduct ions Tables 

•  T4036,  Rental  Income 

•  T4037,  Capita l  Gains 

•  T4068,  Guide for  the Partnership Informat ion Return (T5013 Forms) 

•  T4127-JAN, Payrol l  Deduct ions Formulas for  Computer  Programs 

•  T4130,  Employers '  Guide – Taxable Benef i ts  and Al lowances 

•  T7B-CORP, Corporat ion Insta lment  Guide 

Pamphlets, brochures, and slips 
•  P148,  Resolv ing Your Dispute:  Object ions and Appeal  Rights Under 

the Income Tax Act  
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•  RC2, The Business Number and Your Canada Revenue Agency 
Program Accounts 

•  RC4247,  The Specia l  Quick Method of  Account ing for  Publ ic  Serv ice 
Bodies 

•  RC4405,  GST/HST Rul ings – Experts in  GST/HST Legis lat ion 

•  T4,  Statement of  Remunerat ion Paid 

•  T4A, Statement of  Pension,  Ret i rement,  Annui ty  and Other Income 

Forms 
•  B200,  Excise Tax Return 

•  B248,  Regist rat ion Under the Provis ions of  the Air  Travel lers 
Secur i ty Charge Act  

•  B249,  Ai r  Travel lers Secur i ty Charge Return 

•  B253,  Sof twood Lumber Products Export  Charge – Regist rat ion 
Form 

•  B275,  Sof twood Lumber Products Export  Charge Return 
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•  B284,  Elect ion or  Revocat ion of  the Elect ion for  Semi-Annual  
Report ing 

•  CPT100,  Appeal  of  a Rul ing under the Canada Pension Plan and/or  
Employment Insurance Act  

•  CPT101,  Appeal  of  an Assessment under the Canada Pension Plan 
and/or  Employment Insurance Act  

•  E413,  Not ice of  Object ion (Excise Tax Act)  

•  E676,  Not ice of  Object ion (Ai r  Travel lers Secur i ty Charge Act)  

•  E680,  Not ice of  Object ion (Excise Act ,  2001) 

•  GST20,  Elect ion for  GST/HST Report ing Per iod 

•  GST44,  Elect ion Concerning the Acquis i t ion of  a Business or  Part  of  
a Business 

•  GST70, Elect ion or  Revocat ion of  an Elect ion to Change a GST/HST 
Fiscal  Year 

•  GST159,  Not ice of  Object ion (GST/HST) 
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•  L15,  Appl icat ion for  L icence under the Provis ions of  the Excise Tax 
Act  

•  N15,  Excise Tax Appl icat ion for  Refund/Rebate 

•  RC1, Request  for  a Business Number (BN) 

•  RC45,  Not ice of  Object ion (Sof twood Lumber Products Export  
Charge Act ,  2006) 

•  RC59, Business Consent  

•  RC193,  Serv ice-Related Complaints 

•  RC257,  Request  for  an Informat ion Return Program Account  (RZ) 

•  RC366,  Direct  Deposi t  Request  for  Businesses RC4288,  Request  for  
Taxpayer Rel ief  – Cancel  or  Waive Penal t ies or  Interest  

•  T137,  Request  for  Destruct ion of  Records 

•  RC4288,  Request  for  Taxpayer Rel ief  – Cancel  or  Waive Penal t ies 
or  Interest  

•  T400A, Object ion – Income Tax Act  
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•  T1013,  Author iz ing or  Cancel l ing a Representat ive 

•  T1139,  Reconci l ia t ion of  Business Income for  Tax Purposes 

•  T1163,  Statement A – Agr iStabi l i t y and Agr i Invest  Programs 
Informat ion and Statement of  Farming Act iv i t ies for  Indiv iduals 

•  T1164,  Statement B – Agr iStabi l i t y and Agr i Invest  Programs 
Informat ion and Statement of  Farming Act iv i t ies for  Addi t ional  
Farming Operat ions 

•  T1273,  Statement A – Harmonized Agr iStabi l i t y and Agr i Invest  
Programs Informat ion and Statement of  Farming Act iv i t ies for  
Indiv iduals  

•  T1274,  Statement B – Harmonized Agr iStabi l i t y and Agr i Invest  
Programs Informat ion and Statement of  Farming Act iv i t ies for  
Addi t ional  Farming Operat ions 

•  T2042,  Statement of  Farming Act iv i t ies 

•  T2121,  Statement of  F ishing Act iv i t ies 

•  T2125,  Statement of  Business or  Professional  Act iv i t ies 
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•  T5013,  Statement of  Partnership Income 

•  TD1,  Personal  Tax Credi ts  Return 

•  T2,  Corporat ion Income Tax Return 

•  T4SUM, Summary of  Remunerat ion Paid 

Interpretation bulletins 
•  IT-99R5-CONSOLID, Legal  and Account ing Fees 

•  IT-154R, Specia l  Reserves 

•  IT-200,  Surface Rentals and Farming Operat ions 

•  IT-273R2, Government Assistance – General  Comments 

•  IT-291R3, Transfer  of  Property to a Corporat ion Under 
Subsect ion 85(1)  

•  IT-364,  Commencement of  Business Operat ions 

•  IT-413R, Elect ion by Members of  a Partnership Under 
Subsect ion 97(2)  
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•  IT-417R2, Prepaid Expenses and Deferred Charges 

•  IT-442R, Bad Debts and Reserves for  Doubt fu l  Debts 

•  IT-456,  Capita l  Property – Some Adjustments to Cost  Base 

•  IT-459,  Adventure or  Concern in the Nature of  Trade 

•  IT-473R, Inventory Valuat ion 

•  IT478R2, Capi ta l  Cost  Al lowance – Recapture and Terminal  Loss 

•  IT-514,  Work Space in Home Expenses 

•  IT-518R, Food,  Beverages,  and Enter ta inment Expenses 

Income Tax Folios 
•  S1–F5–C1, Related persons and deal ing at  arm's length 

Information circulars 
•  IC00-1,  Voluntary Disc losures Program 

•  IC07-1,  Taxpayer Rel ief  Provis ions 
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•  IC70-6R6, Advance Income Tax Rul ings 

•  IC76-19R3, Transfer  of  Property to a Corporat ion Under Sect ion 85 

•  IC78-10R5, Books and Records Retent ion/Destruct ion 

•  IC89-2R3, Directors '  L iabi l i t y  

Excise duty memoranda 
•  EDM1-1-1,  The Excise Duty Program 

•  EDM1-1-2,  Regional  Excise Duty Of f ices 

•  EDM2-1-1,  L icence Types 

•  EDM2-3-1,  Regist rat ion Types 

Excise tax and special levies memoranda 
•  X2-1,  L icences 

•  X2-2,  Smal l  Manufacturers 

•  X2-3,  Bonds Given as Secur i ty by L icensed Wholesalers  
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•  X3-1,  Goods Subject  to Excise Tax 

•  X6-1,  Books and Records 

•  X6-2,  Returns and Payments 

GST/HST memoranda 
•  GST/HST Memorandum 1.4,  EXCISE AND GST/HST RULINGS AND 

INTERPRETATIONS SERVICE 

Online services 
My Account 
Using the CRA's My Account  serv ice is  a fast ,  easy,  and secure way to 
access and manage your  tax and benef i t  in format ion onl ine,  seven 
days a week.  

To log in to My Account ,  you can use e i ther  your  CRA user ID and 
password or  the Sign- in Partner  opt ion.  
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An author ized representat ive can access most  of  these onl ine serv ices 
through Represent  a Cl ient  at  www.cra.gc.ca/representat ives .  

For  more informat ion,  go to www.cra.gc.ca/myaccount .  

Handling business taxes online 
Save t ime using the CRA's onl ine serv ices for  businesses.  You can:  

•  author ize a representat ive,  an employee,  or  a group of  employees,  
who has registered wi th Represent  a Cl ient ,  for  onl ine access to 
your business accounts;  

•  request  or  delete author izat ion onl ine through Represent  a Cl ient ,  i f  
you are a representat ive;  

•  change mai l ing and physical  addresses,  as wel l  as the address 
where you keep your books and records;  

•  f i le  a return e lectronical ly wi thout  a web access code;  

•  register  for  onl ine mai l ,  get  emai l  not i f icat ions,  and v iew your  mai l  
onl ine;  
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•  enrol  for  d i rect  deposi t ,  update bank ing informat ion,  and v iew di rect  
deposi t  t ransact ions;  

•  author ize the wi thdrawal  of  a pre-determined amount  f rom your bank 
account ;   

•  request  addi t ional  remit tance vouchers;  

•  t ransfer  payments and immediate ly v iew updated balances,  wi thout  
having to calculate interest ;  

•  s top or  restar t  the mai l ing of  the GST/HST return for  regist rants 
package;  

•  add another  business to your prof i le ;  

•  v iew answers to common enquir ies,  and i f  needed,  submit  account-
re lated enquir ies;  

•  v iew the account  balance and insta lment  balance,  inc luding the 
corresponding t ransact ions ( for  example,  payments) ;  and 

•  do much more.  

To register  or  log in to our  onl ine serv ices,  go to:  
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•  www.cra.gc.ca/mybusinessaccount ,  i f  you are a business owner;  
or  

•  www.cra.gc.ca/representat ives ,  i f  you are an author ized 
representat ive or  employee.  

For  more informat ion,  go to www.cra.gc.ca/businessonline .  

Receiving your CRA mail  onl ine 

You, or  your  representat ive (author ized at  a level  2) ,  can choose to 
receive most  of  your CRA mai l  for  your business onl ine.  

When you or  your representat ive registers for  onl ine mai l ,  we wi l l  no 
longer mai l  most  correspondence i tems.  Instead,  an emai l  not i f icat ion 
wi l l  be sent  to the emai l  address(es)  provided when there is  new mai l  
avai lable to v iew onl ine.  To register ,  select  the "Manage onl ine mai l "  
serv ice and fo l low the easy steps.  

Using our onl ine mai l  serv ice is  faster  and easier  than managing paper  
correspondence.  
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Authorizing the withdrawal of  a pre-determined amount from your 
bank account  

Pre-author ized debi t  (PAD) is  an onl ine,  sel f -serv ice,  payment opt ion.  
Through th is  opt ion,  you agree to author ize the CRA to wi thdraw a 
pre-determined payment f rom your bank account  to pay tax on a 
speci f ic  date or  dates.  You can set  up a PAD agreement using the 
CRA's secure My Business Account  serv ice at  
www.cra.gc.ca/mybusinessaccount .  PADs are f lex ib le and managed 
by you.  You can v iew histor ica l  records,  modi fy,  cancel ,  or  sk ip a 
payment .   

For  more informat ion,  go to  www.canada.ca/payments  and select  
"Pre-author ized debi t . "  

MyCRA – the web app for individual taxpayers on the go 
Gett ing ready to f i le? Use MyCRA to check your RRSP deduct ion 
l imi ts ,  look up a local  tax preparer ,  or  see what  tax f i l ing sof tware 
the CRA has cer t i f ied.   
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Done f i l ing? Use MyCRA to see the status of  your tax return and the 
resul t ing assessment.  

Want in format ion throughout  the year? Use MyCRA to check your 
TFSA contr ibut ion room, conf i rm before you donate that  the char i ty at  
your door is  registered,  and calculate the ef fect  your donat ion wi l l  
have on your  taxes.  

To get  more deta i ls  on what  you can do wi th MyCRA and to access the 
CRA's web-based mobi le app,  go to www.cra.gc.ca/mobileapps .  

Electronic payments 
Make your payment us ing:  

•  your f inancia l  inst i tu t ion 's  onl ine or  te lephone banking serv ices;  

•  the CRA's My Payment serv ice at  www.cra.gc.ca/mypayment ;  or  

•  pre-author ized debi t  at  www.cra.gc.ca/mybusinessaccount .  

For  more informat ion on a l l  payment  opt ions,  go to 
www.canada.ca/payments .  
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For more information 

What if  you need help? 
I f  you need more informat ion af ter  reading th is  guide,  go 
to www.cra.gc.ca/smallbusiness  or  cal l  1-800-959-5525 .  

Direct deposit 
Direct  deposi t  is  a faster ,  more convenient ,  re l iable,  and secure way 
to get  your income tax refund d i rect ly in to your account  at  a f inancia l  
inst i tu t ion in Canada.  

To enrol  for  d i rect  deposi t  or  to update your bank ing informat ion,  go to 
www.cra.gc.ca/directdeposit .  

Forms and publications 
To get  our  forms or  publ icat ions,  go to www.cra.gc.ca/forms  or  
cal l  1-800-959-5525 .  
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Electronic mailing l ists 
We can not i fy you by emai l  when new informat ion on a subject  of  
in terest  to you is  avai lable on our websi te.  To subscr ibe to our 
e lectronic mai l ing l is ts ,  go to www.cra.gc.ca/ l ists .  

Tax Information Phone Service (TIPS) 
For personal  and general  tax informat ion by te lephone,  use our 
automated serv ice,  TIPS, by cal l ing 1-800-267-6999 .  

Teletypewriter (TTY) users 
TTY users can cal l  1-800-665-0354  for  b i l ingual  assistance dur ing 
regular  business hours.  

Service complaints 
You can expect  to be t reated fa i r ly under c lear  and establ ished ru les,  
and get  a h igh level  of  serv ice each t ime you deal  wi th the Canada 
Revenue Agency (CRA);  see the TAXPAYER BILL OF  RIGHTS.   
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I f  you are not  sat is f ied wi th the serv ice you received,  t ry to resolve the 
matter  wi th the CRA employee you have been deal ing wi th or  cal l  the 
te lephone number provided in the CRA's correspondence.  I f  you do not  
have contact  in format ion,  go to www.cra.gc.ca/contact .  

I f  you st i l l  d isagree wi th the way your  concerns were addressed,  you 
can ask to discuss the matter  wi th the employee's  superv isor .   

I f  you are st i l l  not  sat is f ied,  you can f i le  a serv ice complaint  by f i l l ing 
out  Form RC193,  SERVICE-RELATED COMPLAINT.   

I f  the CRA has not  resolved your serv ice-re lated complaint ,  you can 
submit  a compla int  wi th the Off ice of  the Taxpayers '  Ombudsman. 

For  more informat ion,  go to  www.cra.gc.ca/complaints .   

Reprisal complaint 
I f  you bel ieve that  you have exper ienced repr isa l ,  f i l l  out  Form RC459, 
REPRISAL  COMPLAINT.   
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For  more informat ion about  repr isal  complaints,  go to 
www.cra.gc.ca/reprisalcomplaints .  

Tax information videos 
We have a number of  tax informat ion v ideos for  smal l  businesses on 
topics such as business income and expenses,  GST/HST, and payro l l .  
To watch our  v ideos,  go to www.cra.gc.ca/videogal lery .  


