
Capital gains and capital losses
Capital gains defined

In general, capital gains can occur when a taxpayer disposes of a capital asset. Capital assets are assets
which are capable of earning income in the form of business profits,interest, dividends, royalties, or
rents. Further the assets must be held for this income producing purpose, rather than for a quick resale
at a profit.

All Canadian securities can be deemed to be capital property and all sales of such securities deemed to
be disposition of capital property.

Adjusted cost base
the adjusted cost base is of a capital asset is analogous to the accounting to the accounting concept of
historical cost. As with the GAAP approach to historical cost it includes the incoice cost, delivery and
setup charges, non-refundable provincial sales taxes, and any other costs associated with acquiring the
asset, or putting it to use.



Inclusion rates for the period 1972 to present are as follow:
Period Inclusion rate

1972 through 1987 1/2

1988 and 1989 2/3

1990 through february 27, 2000 3/4

February 28, 2000 through October 17, 2000 2/3

October 18, 2000 to present 1/2









Assignment problem

Miss Wells has purchased the shares of one company over the years. Purchases and sales of shares in
the first of these companies, Memo Inc. Are as follows:
Date quantities price

February, 2003 purchase 60 24

November, 2004 purchase 90 28

April, 2005 purchase 45 30

October, 2005 sale 68 36

September, 2006 purchase 22 26

November, 2006 sale 53 40
Required:
Determine the cost of the Memo Inc. Shares that are still being held on december 31, 2006

Determine the taxable capital gain resulting from the disposition of the shares.



 


