
Lifetime capital gains deduction

The life time deduction is only available against gains resulting from the disposition of qualified small
business corporations shares or qualified farm properties.

Qualified fishing properties. The may 2006 budget extended the availability of the $ 500 000 deduction
to dispositions of qualified fishing properties that took place after May 1, 2006

Qualified small business. The March 2007 budget increased the deduction limit from $500 000 to $750
000.

Qualified property

Types of property
Qualified small business corporation, qualified farm property, qualified fishing property. Note

that the $750 000 isnot available for each type of asset. Rather it is a total amount that must be shared
on dispositions of all three types.

Definition of small business corporation. Canadian controlled private corporation of which all or a
substantially all (90% or more), of the fair market value of its assets are used in an active business
carried on primarily(more than 50%) in Canada.

Determining the deductible amount 

Capital gains deductible available: is the lifetime maximum for the capital gains deduction, less any
amounts that have been used up in preceding years. The lifetime maximum for all types of qualified
assets is $375 000(1/2 x $750 000).
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Annual gains limit is equal to the taxable capital gains on qualified property, less:
� allowable capital losses realized
� net capital loss carry overs deducted
� allowable business investment losses realized
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14,6 MRS Steele just died. Prepare her tax return.
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