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Disclaimer
___

The information in this Guide is for informational purposes and should in no way be regarded as legal or tax
advice. Clients should always consult their accountant or tax specialist before taking action based on the
information found in this Guide.

Introduction
___

This Guide has been prepared by National Bank of Canada (“NBC”) to present the various tax slips and
information reports you may receive from us. You will find information regarding government tax slips and
associated summaries. This Guide is specifically intended for individuals residing in Canada and, more
specifically, in Quebec. This Guide does not apply to non-resident corporations, trusts, or individuals.
Please note that this document is not meant to be an exhaustive reference on how to report income, capital
gains and losses. We strongly recommend that individuals consult an accountant or tax specialist to complete
their tax return. This Guide is a brief summary covering Federal taxation. However, some provinces have
specific requirements to be considered by individuals residing in those provinces. Also, as the tax
administration for residents of Quebec is distinct, we include some comments and tax slips (known as
"Relevé") specific to them.

Useful Links
___

Canada Revenue Agency (CRA):
https://www.canada.ca/en/revenue-agency.html



Website (home page):



"My



Income Tax Package:

https://www.canada.ca/en/revenue-agency/services/formspublications/tax-packages-years.html



CRA and COVID-19:

https://www.canada.ca/en/revenueagency/campaigns/covid-19-update.html

Account" for Individuals:

Revenu Québec:
 Website (home page):


Income Tax Return, Schedules and
Guide:

https://www.canada.ca/en/revenue-agency/services/eservices/e-services-individuals/account-individuals.html

https://www.revenuquebec.ca/en/
https://www.revenuquebec.ca/en/online-services/forms-andpublications/current-details/tp-1-v/

4

Tax and Investment Guide 2021 (Quebec)
_____

Mailing Deadlines for Various Tax Slips
___

Below is a table of the various tax slips and summaries potentially needed to prepare your tax return. Please
note that these documents reflect the transactions and income recorded during the calendar year and some
slips may not apply to your situation. Before completing your tax return, we ask you to ensure you have
received all of your slips. This will avoid having to file an amended tax return. Note that the various summaries
can be used as tools in verifying your tax slips.
Non-Registered
Type of Income/Fees
Dividends, interest, foreign
income
Realized gains and losses
Stripped coupons
Distributions from a trust

Slip/Relevé/Summary
T5/Relevé 3 and Investment Income
Summary2
T5008/Relevé 18 and Securities
Transactions Summary2
Accumulated Interest Report
T3/Relevé 16 and Summary of Trust
Income2

Registered Investments
Withdrawal from a registered investment account:
RRSP
T4RSP/Relevé 2
RRIF/LIF/LRIF
T4RIF/Relevé 2
RESP/RDSP
T4A/Relevé 1

Mailing Deadline1
February 28, 2022
February 28, 2022
February 28, 20224
March 31, 20223

March 1, 2022
March 1, 2022
March 1, 2022

1 - Government-prescribed date.
2 - This summary is not government-prescribed, but NBI commits to issuing it at the specified date, if
needed.
3 - The first time T3/Relevé 16 slips are issued, a "Summary of Upcoming Trust Units" may be sent to you.
This summary will list trusts for which the issuers have not yet provided the tax information necessary
for the filing of tax slips, and for which a tax slip will be sent at a later date.
4 - Available at any time after January 1, 2022.

RRSP Contributions
Time of Contribution
First 60 days of 2021
Rest of the year 2021
First 60 days of 2022

Contribution
Deadline
March 1, 2021
N/A
March 1, 2022

Time of Reception
You should have received your contribution slip in March 2021.
You should receive your contribution slip in January 2022.
You should receive your contribution slip in March 2022.
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T3 Slip – Statement of Trust Income (Allocations and Designations)/Relevé 16
___

If you hold shares in National Bank mutual funds, you will receive a T3 slip. If you are a Quebec resident, you
will also receive a Relevé 16 slip.

Please note that Revenu Québec only issues tax slips in French. You can obtain a courtesy translation of the
Relevé 16.
National Bank Investments only prepares a tax slip if the distributions to shareholders are equal to or more
than $50. Shareholders must still declare distributions if they are less than $50. This amount is indicated on
your account statement.
The following example explains the income generated by the National Bank Funds distributions and where you
must declare these on your income tax return.
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The shareholder receives a distribution of $500 from a fund, distributed as follows.
Montant
Capital gains
$60.00
Dividend income
$120.00
Foreign non-business income (net amount*)
$85.00
Other icome
$185.00
Capital return
$50.00
Total
$500.00
*This is the gross amount of foreign non-business income, that is, $100 less the foreign tax withholding of $15.
On his/her income tax return, the shareholder must declare the amounts shown on the T3 slip (and on the
Relevé 16 for Quebec residents) by following the instructions in the table below:
Declare this amount Declare at the indicated line on the
on your tax return
federal income tax return
Line 174 of Schedule 3 –
$60.00
Capital Gains (Losses)

T3 Slip

Explanation of boxes

Box 21

Capital gains

Box 23

Actual amount of dividends

$120.00

Box 25

Foreign non-business income

$100.00

Box 26

Other income

$185.00

Taxable amount of dividends (this
amount is equal to 138% of the
amount entered in box 23)
Foreign tax paid on non-business
Box 34
income
Dividend tax credit (federal) (This
Box 39 amount is equal to 15.02% of the
amount at box 32)
Capital return (not identified on
N/A
the front page of the T3 slip)
Box 32

Not declared
Part II of Schedule 4 – Statement of
Investment Income
Line 121, or Part II of Schedule 4 –
Statement of Investment Income

$165.50

Line 120, or Part I of Schedule 4 –
Statement of Investment Income

$15.00

Line 431 of Schedule 1 – Federal Tax

$24.87

Line 425 of Schedule 1 – Federal Tax

$50.00

This amount is not declared on your
income tax return
Declare at the indicated line on
the
Quebec income tax return
Line 22 of Schedule G –
Capital Gains and Losses

Relevé 16

Explanation of boxes

Declare this amount
on your tax return

Box A

Capital gains

$60.00

Box C

Actual amount of dividends

$120.00

Not declared

Box F

Foreign non-business income

$100.00

Line 130

Box G

Other income

$185.00

Line 130

$165.50

Line 128

$15.00

This amount is subject to a tax
credit only at the federal level.

$19.38

Line 415

Box I
Box L
Box J

Taxable amount of dividends (this
amount is equal to 138% of the amount
entered in box C)
Foreign tax paid on non-business
income
Dividend tax credit (provincial) (This
amount is equal to 11.70% of the
amount at box I)
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Summary of Trust Income
The Summary of Trust Income is issued by NBI and provides detail by trust and nature of the distributions. This
information allows you to reconcile your T3 slip from each trust.

FAQ – T3/RL-16 Slips


Q: Why did I receive my T3 and RL-16 slips so late in the month of April?
A: Trust companies must also file tax returns. Coordination between these filings and the issuance of
slips is often the reason these companies wait until the prescribed limit (i.e., 90 days after year-end)
before providing the issuers with the necessary data to produce T3 and RL-16 slips, which in turn leads
to filing delays.



Q: Why did I receive amended T3 and RL-16 slips?
A: As previously mentioned, trust companies very tardily prepare the information related to their
distributions to coordinate them with their own returns. Sometimes, corrections are required after the
deadline that may, among other causes, result from adjustments or errors in their own tax returns.



Q: I received a T3 and RL-16 slips from NBI. I do not find any T3 or RL-16 slips issued in NBI’s name in
the CRA’s “My Account.” Why?
A: T3 and RL-16 slips are issued by NBI, but on behalf of the different trusts. The income shown on the
T3 and RL-16 slips you received will be displayed in the trust’s name in the CRA’s “My Account”. You
will not find any T3 or RL-16 slips in the name of NBI. In order to reconcile the trust information set out
in the CRA’s “My Account,” you must refer to the details provided in your Summary of Trust Income.
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T5 Slip – Statement of Investment Income/Relevé 3
___

The T5 is used to report dividend income, interest income, and foreign taxes paid on your investments held in
a non-registered Account (Guaranteed Investment Certificates and daily accounts). You will also receive a
Relevé 3 if you are a Quebec resident. Please note that the slip will not be issued if the total investment
income is less than $50, but you must still include this income in your tax return.
If you own National Bank mutual funds, you may also receive T5 slips to declare their dividend distributions
and capital gains attributions.

Lending Revenue from a Fully Paid Securities Lending Program (FPL Program)
The full amount of lending revenue realized by you in connection to your loaned securities must be included in
your tax return. This lending income is included in box 14 – Other Income from Canadian source of your T5 slip
(box E, RL-3) and will also be included on your Investment Income Summary. You should be entitled to deduct
the administration fees paid to Natcan. You should speak to a tax specialist to find out all the tax implications of
your participation in the FPL program. Please see the details in the Investment Income Summary section
below.
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Please note that Revenu Québec only issues tax slips in French. You can obtain a courtesy translation of the
Relevé 3.

Dividends from Taxable Canadian Corporations
In order to respect the principle of integration between a corporation and its shareholders, the dividends you
receive from taxable Canadian corporations are subject to a gross-up and dividend tax credit. This principle is
essential in taxation to ensure "tax neutrality." That is, any income earned by a corporation that has been
distributed to you in the form of a dividend (net of corporate tax) should be subject to the same tax burden as if
you had earned that income directly.
Essentially, the gross-up and dividend tax credit will vary depending on the type of dividend you received from
a taxable Canadian corporation, i.e., "eligible dividends" or "dividends other than eligible dividends" (or noneligible dividends dividends). Essentially, the gross-up/tax credit results in "eligible dividends" being taxed at a
lower rate than "dividends other than eligible dividends."
The determination of the type of dividend depends primarily on the corporate tax rate applicable to the income
earned by the corporation. Generally, corporate income is subject to the "general tax rate" or a “lower small
business tax rate." “Eligible dividends" (generally from Canadian public corporations) are paid on corporate
income subject to the "general tax rate." "Dividends other than eligible dividends" (mostly from Canadian
private corporations) are paid out of income subject to the "lower small business tax rate”.
1 - Eligible dividends
Federal: Eligible dividends paid to you during the year are found in box 24 of the T5 slip. However, this
is not the amount to be reported in your Federal tax return; you must report the grossed-up amount
shown in box 25 – Taxable amount of eligible dividends of your T5 slip.
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2 - Dividends other than eligible dividends (or "non-eligible dividends")
Federal: Dividends other than eligible dividends paid to you over the year are found in box 10 of the T5
slip. However, this is not the amount to be reported in your return; you must report the grossed-up
amount shown in box 11 of the T5 slip – Taxable amount of dividends other than eligible dividends.
Quebec income tax return: The eligible dividends and dividends other than eligible dividends (or non-eligible
dividends) you received during the year are shown in boxes A1 and A2, respectively, of the RL-3. However,
it is not these amounts you will have to report on your Quebec income tax return, but rather the grossed-up
amount found in box B of the RL-16 which is the sum of the amount in box A1 multiplied by 1.38 and the
amount in box A2 multiplied by 1.15. In addition, box C of the RL-3 will show the tax credit for eligible
dividends as well as for non-eligible dividends.

Foreign Income
Earnings from dividends, interest, or any other type of foreign income are shown in box 15 of the T5 (box F,
RL-3). The foreign tax paid pertaining to such income is reported in box 16 of the T5 (box G of RL-3). All types
of foreign income are grouped together in the same box. The Canadian tax system makes no distinction
between them; they are taxed in the same way. The foreign tax credit mechanism will allow you to recover a
portion of the foreign tax paid in your tax return. Please note that if this investment is held in a registered
account, the withholding tax cannot be recovered through the foreign tax credit.

Equity Linked Notes Interest
Following regulatory changes in 2017 regarding the disposition or transfer of equity linked notes prior to their
maturity, all gains realized at the time of disposition or transfer must be considered as accrued interest. This
interest must be registered in box 30 of the T5 (box K, RL-3). Box 21 (proceeds of disposition or settlement
amount) on each of the T5008 and the RL-18 slips will not include the interest declared on the T5, RL-3.
See Linked Notes below.

Accrued Interest on Debt Securities
Accrued interest during the year on discount debt securities (e.g., stripped coupons and residual bonds) and
compound interest debt securities (e.g., guaranteed investment certificates) must be reported annually, even if
interest is not paid. This interest is either included on your T5 or RL-3 with the exception of interest on stripped
coupons and residual bonds which are both reported on the Accumulated Interest Report provided by your
Advisor.
See Premium or Discount Bonds below.

Investment Income Summary
If you have securities with National Bank Investments, you will receive an Investment Income
Summary which provides, in chronological order, all the investment income paid to your accounts
during the period.
In addition, it contains information regarding the interest you paid during the year. The accrued interest that
was paid should not be deducted from interest received. It should be added to other deductible financial
expenses. Note that the annual administration fees of an RRSP, RRIF, TFSA, RESP, RDSP, LIRA, LRIF or
Locked-In RRSP are not deductible, even if paid through a non-registered account.
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Fully Paid Securities Lending (FPL) entries appear as SLR and E45 on the Investment Income Summary. You
should be entitled to deduct any agent fees paid by you since these constitute fees that are incurred by you to
earn property or business income in connection with your securities loans. The agent fees that were paid by
you should be added to other deductible financial expenses. The agent fees will be included on your
Investment Income Summary.
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T5008 Slip – Statement of Securities Transactions/Relevé 18
___

If you have sold securities from your non-registered National Bank Investments account during the year, you
will receive a T5008 statement. If you are a resident of Quebec, the T5008 and RL-18 also contain the required
information to complete your Provincial tax return.

Please note that Revenu Québec only issues tax slips in French. You can obtain a courtesy translation of the
Relevé 18 here.
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As indicated in the CRA Guide, the amount shown in box 20 of the T5008 slip may not represent the
Adjusted Cost Base (ACB) required to calculate the gain/loss. As such, please refer to the FAQ at the
end of this section for further detail.
In all cases, you must take the “adjusted cost base” calculated based on your aggregate data as
indicated on the following page. IMPORTANT: Keep the explanations of your ACB calculations,
especially if they differ from the values shown in box 20 of your T5008 slips. This will allow you to
respond to requests for additional information from tax authorities, as required.
If box 20 is left blank, it is because the institution does not have accurate information to report a book
value. In this case, you should check your records to determine the ACB in order to calculate your gain
or loss for tax purposes.

How Capital Gain or Loss Calculated Is Calculated
The fiscal gain or loss is calculated as: Proceeds of disposition minus (ACB minus the expenses incurred to
sell the asset). Therefore, for tax purposes, the ACB is used to calculate the taxpayer’s loss or gain at the time
of disposition.
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Proceeds of Disposition
Proceeds of disposition is the amount received or receivable in return for property or goods and is, generally,
the sale price. Box 21 of the T5008 slip represents the proceeds of disposition before commissions or any
expenses are disbursed.
Commissions or Fees
The fees or commissions disbursed are necessary to complete the calculation of the capital gain or loss
mentioned above. Please refer to your portfolio statements or trade confirmations. For more information,
contact your Advisor.

How to Calculate the ACB of a Mutual Fund
The ACB of a mutual fund investment is equal to:
The total of all amounts paid to purchase fund shares
( + ) the value of all reinvested distributions (1)
( - ) the portion of capital return of distributions (2)
( - ) the ACB of previously sold shares.
(1)

Reinvested distributions increase the cost base of the units to avoid double taxation when units are disposed of.
Distributions may be made in part from a return of capital. You do not have to pay tax on this amount. Therefore, you do
not have to report this amount as taxable income for the year.
(2)

For a partial redemption, the capital gain or loss is determined by multiplying the ACB per unit by the number
of units redeemed.
Example of the calculation of the Adjusted Cost Base
January 25, 2020
An investor acquires $10,000 worth of shares of a National Bank fund, whose cost per share is $10.00.
The investor therefore acquires 1,000 shares.
April 8, 2020
The investor buys $3,600 worth of shares of the same fund, when the cost per share is now $9.00. The
investor therefore acquires 400 additional shares.
December 31, 2020
The fund in question issues a distribution of $0.25 per share.
The investor receives a distribution or $350.000 (1,400 shares x $0.25) which is reinvested to acquire
additional shares at a price of $12.50 per share effective at the end of the year. The investor acquires 28
additional shares ($350.00 divided by $12.50).
Following these transactions, the ACB of the shares is as follows:
Acquisition on January 25, 2018
Acquisition on April 8, 2018
Distribution reinvested on December 31, 2018
Total ACB
Devided by the number of shares
ACB per share

$10,000
$3,600
$350
$13,950
1,428 shares
$9,7689 / share
15
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February 24, 2021
The investor redeems 500 shares at $13 per share, for a total amount of $6,500.
The ACB of the 500 redeemed shares is $4,884.45 (500 shares multiplied by the ACT per share of
$9.7689) and the ACB of the remaining shares is reduced by this amount.
The new total ACB is $9,065.55, for the remaining 928 shares, while the ACB per share is unchanged at
$9.7689.
The ACB per share immediately after a partial redemption is identical to the ACB per share immediately
after the redemption.
CALCULATION OF THE ACB
Description

Purchase transaction of January 25, 2018
Purchase transaction of April 8, 2018
Distribution reinvested on December 31, 2018
Redemption transaction of February 24, 2019
Adjusted Cost Base of remaining shares

Calculation of the ACB
The ACB is calculated as follows:
ACB per
Total Cost
Shares
share
$10,000.00 1,000.000
$10.0000
$3,600.00
400.000
$9.7143
$13,600.00 1,400.000
$350.00
28.000
$13,950.00 1,428.000
$9.7689
($4,884.45)
(500.000)
$9.7689
$9,065.55
928.000
$9.7689

Settlement Date vs. Transaction Date
A tax disposition is triggered on the settlement date and not on the date the transaction order is given.
Conversion to Canadian Dollars
Please note that all information reported on your income tax return must be in Canadian dollars (with a few
exceptions). Therefore, for capital gain and loss purposes, the ACB must be calculated in Canadian dollars,
even if the security (Canadian or foreign) is denominated in a different currency. The exchange rates in effect
at the time of purchase and at the time of disposition must be used to calculate the ACB and the proceeds of
disposition accordingly, in order to calculate the gain or loss. The same is true for items that affect the
calculation of the ACB (e.g., capital distributions), as well as those that affect the calculation of the gain or loss
(e.g., sales charges).
Note that in certain income situations, the CRA administratively allows the use of the average annual exchange
rate, but this ministerial discretion does not apply to items related to the calculation of the capital gain or loss.

Linked Notes
A linked note is a debt obligation, most often issued by a financial institution, the return on which is
linked in some manner to the performance of one or more reference assets or indexes over the term of
the obligation.
Previously, selling a linked note prior to maturity generally only produced a capital gain or loss. Since
January 1, 2017, all or a portion of any gain realized on the sale of a linked note is deemed to be
interest that has accrued on the debt obligation. This measure ensures that any positive return on a
linked note retains the same character, whether it is earned at maturity or reflected in a secondary
market sale.
16
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Caution: Certain products may be referred to as "Notes," but may not be subject to the rules of the Notes if the
legal nature of the product doesn’t fall within the definition of "linked bills" under the ITA. For example, bills with
fixed coupons (redeemable or not) are exempt because they don’t provide for any variable or conditional
interest in addition to fixed interest. Thus, these bills, whose interest payments do not depend in any way on
the performance of at least one reference asset or index during the term, receive the same tax treatment as a
conventional bond (see the section "Taxation of Bonds" below).
The following three elements must be identified at the sale or maturity of a linked note:
1 - Taxable interest (T5 slip)
2 - Interest paid to the seller at purchase; this is deductible on line 22100 – Carrying charges and interest
expenses (no prescribed slip is required)
3 - Gain or loss, as applicable (T5008 slip and calculation of the ACB).
We recommend that you calculate each of the steps above in the following order:
1 - Calculation of interest: Paragraph 20(14.2) of the ITA stipulates that the difference between the amount
received in exchange for the linked note (hereinafter, the "Sell Price") and the remaining capital
(hereinafter, the "Face Value") is considered interest income, regardless of whether the linked note was
sold before or after maturity. When there are returns of capital during the holding period, the repaid
amount reduces the Face Value for the calculation of interest at the time of the disposition or the
maturity of the linked note (see Example 6 below). Note that even if a capital loss is realized in the third
step calculation, this capital loss does not reduce the interest calculated in this first step.
The CRA requires that the portion of interest be reported on a T5 slip.
2 - Calculation of interest paid to the seller at purchase: When a premium is paid upon the acquisition of a
linked note, it is generally considered as interest paid to the seller. In this case, the purchaser would be
entitled to deduct an amount, limited to the interest calculated in Step 1 and indicated on the T5 slip, as
“interest paid” pursuant to paragraph 20(14)(b) of the ITA. This amount must be provided on line 22100
– Carrying charges and interest expenses. The interest paid also reduces the acquisition cost for the
purpose of calculating the ACB (see Example 3 below).
3 - Calculation of the gain or loss: Upon the disposition or the maturity of the linked note, it is necessary to
calculate whether there is a gain or loss. For this purpose, the proceeds of disposition must be reduced
by the interest income included at the time of disposition or maturity (Step 1 above). In addition, the
initial cost must be modified in certain circumstances to obtain the ACB required to calculate the capital
gain or loss. For additional information, please refer to the section entitled "How capital gain or loss is
calculated” above.
The disposition or maturity must also be reported on a T5008 (Box 15 = ELN or BLA for Linked
Notes)/Relevé 18 slip. However, the proceeds of disposition on the T5008/Relevé 18 are reduced by the
portion of interest indicated on the T5/Relevé 3 slip.
Note: If the proceeds of disposition indicated in the Realized Capital Gains and Losses Report are different
from that identified on the T5008/Relevé 18, please use the value indicated on the T5008/Relevé 18.
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The following are examples illustrating the calculation of the interest and the capital gain (or loss) resulting
from the disposition or the maturity of the linked note.
Example 1: Purchase at face value

Example 2: Commissions
The payment of a commission requires an adjustment to the calculation of the capital gain (loss). If a $25
commission was paid at the time of disposition, this amount must be considered in the calculation of the gain
(loss). Please refer to the section "How capital gain or loss is calculated" above for more information. No
adjustment is required when the commission is integrated into the product, that is, provided in the linked note’s
issuing document.
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Example 3: Acquisition cost exceeds face value
When a premium is paid upon the acquisition of a linked note, it is generally considered as interest paid to the
seller. In this case, the purchaser would be entitled to deduct the amount as “interest paid” pursuant to
paragraph 20(14)(b) of the ITA. This amount must be shown on line 22100 – Carrying charges and interest
expenses. The interest paid also reduces the acquisition cost for the purpose of calculating the ACB.

Example 4: Acquisition cost below face value
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Example 5: Foreign currency linked notes
Interest received (and taxable) is converted using the exchange rate at the time of payment. Interest paid
(deductible on line 22100 – Carrying charges and interest expenses) is converted at the exchange rate
applicable at the time of acquisition.
For the purpose of calculating the gain (loss), proceeds of disposition and related expenses are converted at
the exchange rate at either the time of disposition or maturity, as the case may be. Proceeds of disposition are
reduced by the interest included in Canadian dollars. Finally, the initial cost is converted to the exchange rate
at the time of acquisition. ACB adjustments (such as interest paid) are converted at the exchange rate when
they occur.

Example 6: Return on capital
When there are returns of capital during the holding period, the repaid amount reduces the face value for the
calculation of interest at the time of the disposition or the maturity of the linked note. This amount also reduces
the purchase price to obtain the ACB for the calculation of the gain or loss.
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Premium or Discount Bonds
Generally, a bond that trades in a secondary market allows investors to buy and sell the bond at prices that
fluctuate due to several factors, including the interest rate in effect at the time of the transaction. Thus, the
bond may be sold at a lower price (at a discount), a higher price (at a premium), or at a price equal to its face
value.
Bonds will, therefore, often have interest income and the potential for capital gains (losses).
Calculation of the interest portion
The ITA requires taxpayers who hold investment contracts (including bonds) acquired after December 31,
1989, to report their interest income annually. Thus, interest income must be declared annually on the
anniversary date of the investment. At the time of sale, it is likely that a portion of the accrued interest will be
included in the sale price. Therefore, the seller must add this portion of accrued interest to his/her income. The
purchaser will be able to deduct the interest paid.
Here is a summary of some of the tax impact:
 Interest accrued since the last payment that is part of the sale price (20(14)(b) ITA and 167 LI).
 The purchaser will receive the T5 for the full year but will deduct the portion paid to the seller.
 The deduction is allowed in the taxation year in which the accrued interest was included in the
taxpayer's income.
Calculation of gain (loss) in the year of disposition
For the seller, the difference between the sale price and the price paid after subtracting the portion
representing the interest accrued since the last interest payment will then constitute a capital gain or loss.


Example from IQPF Solution
Vested obligation January 1, 2020
Maturity: December 31, 2035
Interest at 3% payable semi-annually on June 30 and December 31 of each year.
Face value: $10,000
Price paid: $10,000
Sale of bonds July 31, 2020 at a price of $10,500
Tax impact for the seller
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FAQ –T5008/RL-18 Slips


Q: Under what circumstances may adjustments to the amount shown in box 20 of my T5008 and RL-18
slips be required to determine the ACB for tax purposes?
A: There are a wide variety of reasons why the amount in box 20 may not accurately reflect the ACB,
including:





when a security was transferred into your account, the information that was provided by the
institution that transferred the security may have been incorrect.



when you hold identical securities in more than one non-registered account, even when the
accounts are all at the same institution.



when you have a history of losses subject to the superficial loss regulations.



when you have made a tax election, undertaken certain rollover transactions (including a spousal
or estate rollover), or have been subject to "deemed disposition" rules for the security.



certain market events such as mergers, acquisitions, and foreign spin-off reorganizations may not
have been properly considered.



if you disposed of interests in mutual funds, income trusts, royalty trusts, real estate investment
trusts (REITs), exchange traded funds (ETFs), or limited partnerships, the amount in box 20 may
not reflect reimbursements of capital (which reduce the ACB) or reinvested distributions (which
increase the ACB).



if you have entered into short sale transactions and the position was not fully hedged during the
year, the book value may not be accurately reflected.

Q: If there is a difference between the amount that is shown on the T5008, RL-18 and the Report, which
number takes precedence?
A: The amounts on the T5008 and RL-18 take precedence. For example, if the client sells his position
and a book value adjustment subsequently occurs, the book value on the T5008 and RL-18 will be
different.
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RRSP
___

RRSP Contribution Receipt
If you have contributed to an RRSP of which you or your spouse (or common-law partner) is an annuitant
between March 2, 2021 and March 1, 2022, you will receive an RRSP contribution receipt. Receipts will be
issued for two separate periods: the first one corresponding to contributions between March 2, 2021 and
December 31, 2021, and the second covering the first 60 days of 2021 from January 1, 2022 to March 1, 2022.
It is important to complete Schedule 7 of your 2021 income tax return and attach all receipts including those
covering the first 60 days of 2022, even if you do not claim RRSP deductions on your 2021 income tax return
for some or all contributions made between March 2, 2021 and March 1, 2022.
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Spousal or Common-Law Partner’s RRSP
You can contribute into a spousal or common law partner’s RRSP instead of yours. These contributions will be
deductible on your income tax return based on your RRSP deduction limit (i.e., RRSP contribution room). You
will need to separately identify, in Schedule 7, the contributions made to your own RRSP from those made to
your spousal or common law partner’s RRSP.

Excess Contributions
A special tax of 1% per month is payable on contributions made to an RRSP that exceed your RRSP
deduction limit by more than $2,000. If you are subject to this special tax, you must complete a T1OVP return, “Individual Tax Return for RRSP, SPP and PRPP - Excess Contributions,” send it to your
tax centre and make a payment within 90 days following the end of the calendar year to avoid paying a
penalty or interest.
The application of this special tax (1%) may cease either:
 when you have new RRSP contribution room
 at the time of withdrawal of excess contributions.

Withdrawal of Excess Contributions
If you withdraw excess contributions from your RRSP, you will have to include the withdrawn amount in your
income for the year of withdrawal, even if you have never deducted this amount in your previous tax returns.
However, an offsetting deduction can be claimed when certain conditions are met. You can refer to Form T746
to find out if you are eligible for this offsetting deduction.
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RRSP or RRIF Withdrawal – T4RSP and T4RIF Slips/Relevé 2
___

If you made a withdrawal from your RRSP or RRIF account during the year, you will receive a T4RSP or T4RIF
slip, as applicable (and a Relevé 2, if you are a resident of Quebec), showing the amount withdrawn and taxes
withheld. The taxes withheld will be credited to your taxes owed on your income tax return. You may still have
to pay taxes, particularly if you have other sources of income.

Please note that Revenu Québec only issues tax slips in French. You can obtain a courtesy translation of the
Relevé 2.
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Attribution Rules: Calculation of the Amount to Be Included in Your Income and in the Income
of Your Spouse or Common-Law Partner
When you withdraw from a spousal or common-law partner’s RRSP, it is possible that all or part of the
amount on the T4RSP or T4RIF slip is reattributed to you (even if the slip is issued in the annuitant's name),
meaning that the amount must be included in your income tax return (the contributor's tax return).
If you contributed to a spousal or common-law partner's RRSP in 2019, 2020 or 2021, you may have to include
in your 2021 income some or all of the amounts withdrawn from the spousal or common-law partner's RRSP.
In the year of withdrawal (e.g., 2021), you must include the lesser of the amount you contributed to your
spouse’s RRSP for the year of withdrawal (2021) as well as the two previous years (2020 and 2019) or the
amount that your spouse or common-law partner has withdrawn from his/her RRSP (e.g., 2021).
Please review the CRA website for more information: https://www.canada.ca/en/revenueagency/services/tax/individuals/topics/rrsps-related-plans/making-withdrawals/withdrawing-spousal-commonlaw-partner-rrsps.html
Use Form T2205, “Amounts from a Spousal or Common-law Partner RRSP, RRIF or SPP to Include in
Income” to calculate the amount to be included in your own income tax return and in the return of your spouse
or common-law partner.
In all cases, the individual whose name appears on the slip must declare the tax withheld. Most of the time,
after a withdrawal, the information slip is made in the name of the annuitant. However, you must report income
as calculated in Parts 1 and 2 of Form T2205.

Exceptions
The attribution rules do not apply in the following situations:





you and your spouse or common-law partner were living separately at the time of withdrawal
due to a breakdown of the relationship
at the time of withdrawal, you or your spouse or common-law partner were non-residents of Canada
regarding the Prescribed Minimum RRIF Amount: the attribution rules apply only to amounts in
excess of the minimum withdrawal for the year
in the year of death.
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Transfer of a RRIF/LIF to an RRSP/LIRA
___

It is possible, in certain circumstances, that an annuitant transfers funds from his/her RRIF/LIF to his/her
RRSP/LIRA. While this transfer is not taxable, the amount transferred from the RRIF (LIF) to the RRSP
(LIRA) will trigger the issuance of a T4RIF (and a Relevé 2 for Québec residents), and a tax receipt
marked 60 l) (v). The T4RIF and RL- 2 will result in the inclusion of the amount in declared income, while
tax receipt marked 60 l) (v), included as appropriate on Schedule 7 of the Federal income tax return
(transfer section), will provide a deduction that will negate the inclusion of the income.
Note, however, that the following transfers do not generate tax slips and do not affect the reporting of income:
an RRSP/LIRA to an RRSP/LIRA, RRSP/LIRA to an RRIF/LIF, or an RRIF/LIF to an RRIF/LIF.

RESP Withdrawal – T4A Slip/Relevé 1
___

RESP income withdrawal will trigger the issuance of a T4A slip (or RL-1 for Quebec residents) in the name of
the beneficiary of the plan. RESP capital withdrawals are not taxable.

Please note that Revenu Québec only issues tax slips in French. You can obtain a courtesy translation of the
Relevé 1.
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Tax-Free Savings Account (TFSA)
___

The TFSA is an account that allows a taxpayer to save and invest on a tax-free basis. Any amounts
accumulated in a TFSA or withdrawn from the account are not generally taxable.

Eligibility
Any individual who is 18 years of age or older living, in Canada, and who has a valid Canadian Social
Insurance Number is eligible to open a TFSA. Individuals who reach the age of 18 during the year must wait
until their birthday to open a TFSA. In Canadian provinces where the age of majority is 19 (British Columbia,
New Brunswick, Nova Scotia, Nunavut, the Northwest Territories, Yukon, and Newfoundland/Labrador), a
TFSA account for an individual who is 18 years of age must be opened as follows: “Name of the Child, C/O
name of the guardian, tutorship to minors.” When the individual turns 19, a new TFSA account will have to be
opened in the individual’s name and new documents must be signed by the individual.

Annual TFSA Contribution Limit
The TFSA contribution limit for 2019, 2020 and 2021 was $6,000 for each year. The limit will be indexed to the
inflation rate for subsequent years and will be rounded to the nearest $500. The annual contribution limit for
2009 to 2012 was $5,000. The contribution limit for each of 2013, 2014, 2016, 2017 and 2018 was $5,500.
Exceptionally, the 2015 contribution limit was $10,000.
A TFSA contribution is not deducted from income (unlike an RRSP contribution). Unused contribution room will
be carried forward to future years indefinitely and there is no cumulative limit. In addition, withdrawals from a
TFSA in any given year will be added to the individual’s contribution room for the following year. This allows
individuals withdrawing money from their TFSA to use their accumulated savings to recontribute an amount
equivalent to the withdrawal in the following or subsequent years.
The calculation of the annual contribution room is as follows:
Unused contribution room from previous years + withdrawals made in the previous year + current year's
contribution room.
For example, an individual has unused contribution room of $10,000 and withdraws $7,000 in a given year.
The following year, that individual may, therefore, contribute $17,000 in addition to that year's contribution limit.
As with RRSPs, it is not possible for financial institutions to calculate, for the client, the amount they are
entitled to contribute to their TFSA. Note, however, that it is possible to find this information on the CRA's “My
Account.” For more information, see the following webpage: https://www.canada.ca/en/revenueagency/services/tax/individuals/topics/tax-free-savings-account/contributions.html
“In-kind” contributions are allowed. The amount of the contribution will be equal to the fair market value (FMV)
of the property. CRA considers that there was a disposition of the property at FMV at the time of the
contribution. If the FMV exceeds the fiscal cost of the property, a capital gain must be reported when filing your
tax return. However, if the fiscal cost is greater than the FMV, no capital loss will be permitted since the loss
would be considered "deemed to be nil" under the ITA.
There is no maximum age for contributing. No tax slip will be issued. Each year, CRA will determine the
permitted contribution amount for the TFSA holder. Interest paid on money borrowed and invested in a TFSA is
not deductible for tax purposes.
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Excess Contributions
Excess TFSA contributions are subject to a 1% tax per month. If the CRA suspects that the excess
contributions were deliberate, a 100% tax will be levied on income earned on these contributions. There is no
special procedure to withdraw excess contributions, i.e., a regular withdrawal must be made. The withdrawal of
excess contributions will not allow the holder to accumulate new contribution room.


Example:
Rosanna is a 31-year-old Canadian resident. She opened a TFSA on February 6, 2009 and contributed
the maximum amount she could contribute from 2009 to 2020. In February 2021, she contributed
$4,500. Later that year, she received an unexpected $4,100. She forgot that her contribution room for
2021 was limited to $6,000 and decided to contribute the full amount ($4,100) to her TFSA on October
30, 2021.
After making this contribution, Rosanna had an excess of $2,600 in her TFSA because the total amount
she contributed as of October 30 was $8,600 ($4,500 + $4,100), and this amount exceeded her 2020
contribution room of $6,000.
Assuming that Rosanna has made no further contributions to her TFSA and no withdrawals during the
remainder of 2021, she has a tax liability of $78 on her excess TFSA amount. This amount was
calculated by multiplying the highest excess amount in each month by 1% for each of the three months
from October to December; therefore, $2,600 × 1% × 3 months = $78.
If, after making her $4,100 contribution on October 30, 2021, Rosanna realized her error and withdrew
$2,600 on October 31, she still would have been subject to a 1% tax on the $2,600 excess amount, but
only for October. Her tax liability would have been $26 ($2,600 × 1% × 1 month). (Example from the
CRA Guide)

Note that the application of this special 1% tax may cease when the taxpayer has new TFSA contribution
rights.

Withdrawals
TFSA withdrawals may be made at any time, for any reason, and are not taxable. The total amount of the
withdrawals may be re-contributed to the TFSA in the following or subsequent years (due to the increase in
contribution room). Hence, a TFSA withdrawal restores contribution room, which is not the case for RRSP
withdrawals.

Plan’s Maturity Date
Unlike an RRSP where you must terminate the plan when reaching 71 years of age, there is no termination
date for a TFSA. The TFSA, therefore, offers seniors aged 71 and over a tax-free savings vehicle.

Operating a Business
Income/gains earned in TFSAs (structured as trusts) are generally not taxable except for business income.
Indeed, if the CRA determines that the TFSA trust is used in the course of "carrying on a business," the
income/gains earned by that business (net of business losses) may be subject to tax. Note that it is the TFSA
trust and not you (via personal tax return(s)) that is subject to tax at the top marginal rate on the first dollar of
taxable income.
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What is business income?
Depending on the circumstances, frequent trading activities with a short holding period (or "day trading") may
be considered to be carrying on a business - even if it takes place in a TFSA trust.
In recent years, the CRA has increased its scrutiny of TFSAs where frequent or speculative trading is taking
place.
Several factors are considered when determining whether a TFSA trust is being used for business purposes.
These factors include: the frequency of trading, the repetition of similar transactions, the length of time the
securities have been held, the intention to purchase securities for short-term profit, the speculative nature and
quantity of securities traded, the knowledge of the securities markets, and the amount of time spent by the
holder studying those markets. None of these factors is determinative and they are all considered in concluding
that a person is carrying on a business.
A key trigger for the CRA appears to be where the FMV of the account is significantly greater than the total
maximum TFSA contributions that can be made to date.
For example, if a TFSA has an FMV of more than $200,000 and there have been several trades with a short
holding period ("day trading"), the CRA may consider that the increase in value of the TFSA indicates it is held
by a holder with special knowledge of securities who is engaged in market speculation. Therefore, business
income is present.
If the CRA determines the TFSA holder has carried on a business in their TFSA trust, any gains/income (net of
losses) related to that business activity realized by the TFSA trust will be taxed as business income. Such
income will be taxed via a Trust Income Tax and Information Return at the highest rate applicable to individuals
(approximately 50% depending on the holder's Province of residence). Income that is subject to tax in the
TFSA trust includes dividends and interest, as well as the full amount of gains net of realized losses. Gains and
losses do not benefit from the 50% tax rate because the TFSA trust is considered to be carrying on a securities
trading business.
The TFSA holder is jointly and severally liable with the TFSA trust for any tax payable on income earned from
carrying on a business in the TFSA trust, such that the CRA will be able to look directly to the holder to collect
it if there are insufficient assets in the TFSA to pay it. If you are thinking of operating a business through your
TFSA trust, call your Advisor.

Differences Between a TFSA and an RRSP
Both plans offer fiscal benefits but have significant differences:
 RRSP contributions are deductible for income tax purposes unlike those made to a TFSA.


RRSP withdrawals are added to income, are taxed at the current rate, and do not result in restored
contribution room. TFSA withdrawals and income do not raise any tax implications, i.e., they are taxfree. Moreover, TFSA contribution room may be restored after a withdrawal.

For more information on TFSA, please visit the CRA website:
https://www.canada.ca/en/revenue-agency/services/tax/individuals/topics/tax-free-savings-account.html?=slnk
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Miscellaneous
___

NR4 Slip (Federal) – Statement of Amounts Paid or Credited to Non-Residents of Canada
Non-residents of Canada will receive a NR4 stating the gross investment income, the tax withheld (if
applicable), as well as withdrawals from registered accounts. Usually, the withholding tax will be considered a
final tax and the non-resident should not be required to file a Canadian income tax return unless the nonresidnent is a special situation.

Stripped Coupons and Residual Bonds
Essentially, it is a bond with interest coupons which are separate from the principal. Each coupon can then be
sold separately at a price representing the present value of the cash to be received. Both the residual bond
and interest coupons that have been separated from the principal amount constitute debt obligations that, for
tax purposes, are governed by the rules applicable and prescribed by regulation. Thus, "notional" interest must
be included annually in the investor's income although no interest will be paid or received during the year.
In general, the amount of notional interest deemed to accrue each year is determined using the "actual annual
return" calculated based on the purchase price and maturity value, and this interest is considered to be
compounded annually. Once the "Actual Annual Return" is determined, the following formula is applied for
each year:
(Purchase price plus interest from previous years) x real interest rate x number of days the warrant is held ÷
number of days in the year of sale = interest to be included in income
The imputed interest accrued during each fiscal year is calculated based on the anniversary date of the
issuance of the underlying bond. For example, if a stripped coupon or residual bond was purchased on
February 1 of a year and the anniversary date of its issuance was June 30, notional interest would only need to
be accrued for five months in the year of purchase. However, for each subsequent year, notional interest would
have to be earned from the preceding July 1 to June 30 of the subsequent year.
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Example: A residual bond of $5,000 is acquired on February 2, 2018, for a price of $3745. The
anniversary date of the underlying bond is June 30. The bond will mature on June 30, 2023. Therefore,
there is a real annual yield of 5.5%.

Please note that for tax year 2021, we have modified our strip bonds Accumulated Interest Report.
Up to the present, our reports have shown the amount of interest as at December 31. Going forward, our reports
will show the amount of interest earned as of the anniversary date of the security. Both formulas give the same
result at maturity.
However, if you held one or more securities on January 1, 2021, for this transitional year it is important to
adjust the amount to be reported on your enclosed 2021 Accumulated Interest Report. If applicale, you will
receive with your report the total amount of the adjustment that must be made.
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Calculation of Gain (Loss) if Sold Before Maturity
Disposal of a stripped coupon prior to maturity will result in a capital gain or loss.
Let's take the previous example, but with the coupon sold on September 30, 2020, for a sale price of $4,400.
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FAQ – Tax Slips and Miscellaneous
___

Why were there withholdings on my registered account when income paid into this account is not
taxable?
It is true that income is not taxed in a registered account for Canadian tax purposes. There are, however,
withholdings on U.S. source income paid into an TFSA, RESP, or registered disability savings plan (RDSP).
These are considered "non-registered vehicles," and, therefore, taxable by U.S. tax authorities. The
withholdings associated with these accounts cannot be recovered through the Canadian foreign tax credit
mechanism. Note that the treatment is different for RRSP/RRIF accounts; no withholding tax will be levied for
these since the United States recognizes Canadian RRSPs and RRIFs as having non-taxable "registered plan"
status. Thus, in accordance with the Tax Treaty between Canada and the United States, money or investments
held in an RRSP/RRIF continue to grow tax-free as long as no amounts are withdrawn.
The withholding rate may differ according to the documentation that you provide at account opening, as well as
your country of residence. The Tax Treaty between the United States and certain countries, including Canada,
provides the right to a reduced withholding rate. To be eligible for the Treaty's preferential tax rate, you must
provide documentation establishing your place of residence, i.e., the IRS Form “W-8BEN” or any other
acceptable document. We strongly recommend that you contact your Investment Advisor to determine the
forms required for your specific situation. If you do not fill in the required documentation, the maximum
withholding rate of 30% will be applied to all U.S. source income paid into your non-registered accounts,
TFSAs, RESPs, and RDSPs. This withholding is remitted to the U.S. tax authorities and is, generally,
considered a final tax. Therefore, you do not need to file a U.S. tax return (Form 1040NR or Form 1040) unless
you need to file one for another reason, or if there is reason to believe that you will be able to recover a
withheld amount from the U.S. tax authorities.
Deduction for carrying charges and interest expenses
Carrying charges and interest expenses are deductible within certain limitations. Here is a brief summary of
these:
A) Federal
As outlined by CRA on their website:
https://www.canada.ca/en/revenue-agency/services/tax/individuals/topics/about-your-tax-return/taxreturn/completing-a-tax-return/deductions-credits-expenses/line-22100-carrying-charges-interestexpenses.html
Line 22100 – Carrying charges and interest expenses
Note: Line 22100 was Line 221 before tax year 2019.
Claim the following carrying charges and interest you paid to earn income from investments:
 most interest you pay on money you borrowed for investment purposes, but generally only if you use
it to try to earn investment income including interest and dividends. However, you cannot deduct
these fees if the only income your investment can produce is capital gain.
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B) ATTENTION: Quebec
The eligible investment expenses (e.g., interest expenses or carrying charges) are limited by the amount of
your investment income. Note that, in the event you cannot claim your investment expenses in the current
year, these can be carried over to reduce your net investment income earned in the previous three years or in
any subsequent year (i.e., when you will earn investment income).
Please see See Revenu Québec site:


https://www.revenuquebec.ca/en/citizens/income-tax-return/completing-your-income-taxreturn/completing-your-income-tax-return/line-by-line-help/201-to-260-net-income/line-231/



https://www.revenuquebec.ca/en/citizens/income-tax-return/completing-your-income-taxreturn/completing-your-income-tax-return/line-by-line-help/201-to-260-net-income/line-260/
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You agree to release National Bank of Canada (“NBC”), its affiliates, employees, agents, representatives,
officers and directors, even in case of gross negligence or misconduct on the part of NBC or the latter, from
and against all liabilities, claims, losses and/or damages (including legal fees and expenses) and from all
proceedings, claims or any other cause of action as to the accuracy of the information herein (as well as in the
mentioned documents and statements) and the tax impacts resulting from their use.

Disclaimer – The information is provided with the understanding that National Bank of Canada (“NBC”) is not herein engaged in
rendering legal, accounting, tax or other professional advice. While we have made every attempt to ensure the information contained in
this document is reliable, NBC is not responsible for any errors or omissions, or for the results obtained from the use of this information.
All information is provided "as is," with no guarantee of completeness, accuracy, timeliness or as to the outcome to be obtained from
the use of this information, and is without warranty of any kind, express or implied. Prior to making any decision or taking any action,
you should consult with an accounting, tax, legal or other professional advisor.

© 2022 National Bank of Canada. All rights reserved. Any reproduction in whole or in part is forbidden without prior consent from
National Bank of Canada.
National Bank of Canada (NBC) is a public company listed on the Toronto Stock Exchange (TSX: NA).
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