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This form is to be used by an individual who elected to report a capital gain deemed to
have been realized on February 22, 1994, on the interest or shares he or she held in a
flow-through entity on that date.

When you make such an election, you are deemed to have realized a capital gain on your
interest or shares. This election, instead of resulting in a change to the adjusted cost
base of your interest or shares, may entitle you to an exempt capital gains balance
equal to the capital gain deemed to have been realized on February 22, 1994. However,
if the proceeds of disposition entered on form TP-726.18-V, Election to Report a Capital
Gain Deemed to Have Been Realized, exceed the fair market value of your interest or
shares on February 22, 1994, the exempt capital gains balance will be less than the
capital gain deemed to have been realized, or may even be reduced to zero (in the latter
case, the adjusted cost base of your interest or shares may be reduced).

The exempt capital gains balance may be used to reduce capital gains
• that you realized, after February 22, 1994, on the disposition or deemed disposition

of your interest or shares; or
• that were allocated to you by the flow-through entity, after February 22, 1994.

If the flow-through entity is a partnership, the exempt capital gains balance may also be
used (where the partnership disposed of intangible capital property during a fiscal period
ended after February 22, 1994) to reduce your share of the business income
derived from the disposition of intangible capital property, except the portion of
such income that constitutes the recovery of deductions claimed for previous years.
You are not required to use the exempt capital gains balance to reduce your capital
gains or your share of the partnership’s business income. You may even decide not to
reduce an amount, or to reduce an amount that is less than the maximum. Please note,
however, that the unused portion of your exempt capital gains balance may not
be used after taxation year 2004; the unused balance will be added to the
adjusted cost base of your interest or shares.
This form is valid as of the 2001 taxation year and  is used to calculate a reduction of
your capital gains or business income derived from a flow-through entity. A separate
calculation must be done with respect to each flow-through entity covered by the
election.

Exempt Capital Gains Balance

Check the appropriate box: interest in a flow-through entity shares of the capital stock of a flow-through entity

Name of flow-through entity:

Exempt capital gains balance available at the end of the year
Amount entered on line 41 of the last TP-726.7.S-V form you filed.1

Exempt capital gains balance at the beginning of the year

Capital gains derived from the flow-through entity for the year (box I of the RL-3 slip;
boxes 9 and 11 of the RL-15 slip; box A of the RL-16 slip; or boxes B and C of the RL-25 slip)

Capital gains realized on the disposition, during the year, of a portion of your interest or shares. Do not include
capital gains realized on the disposition of either your entire interest or all of your shares (as applicable),
or the residual portion thereof.

Add lines 32 and 33.

Enter the amount of the reduction you are claiming (maximum: amount from line 31 or line 34, whichever is lower) and carry it to line 93 of
Schedule G.2

Capital gains reduction for the year

Last name First name Social insurance number

If the flow-through entity is a partnership, complete lines 37 through 41; otherwise, go directly to line 41 and enter the amount from line 36.
Amount from line 36

Enter your share of the business income derived from the disposition of intangible capital property (do not take
into account the recovery of deductions claimed for previous years).

Enter the amount of the reduction you are claiming (maximum: amount from line 37 or line 38, whichever is lower).3

Reduction in respect of your share of the business income for the year

Multiply line 39 by 2.

Subtract line 35 from line 31.

Subtract line 40 from line 36 and enter the result.4

Exempt capital gains balance available at the end of the year

Year:

1- If the flow-through entity is a trust (other than a mutual fund trust or a segregated
fund trust), you may elect to use the exempt capital gains balance you have available
at the beginning of the year to increase the cost of a property that you received from
the trust during the year, in satisfaction of all or part of your interest in the trust. If
you make this election, you must revise (downward) your exempt capital gains
balance at the beginning of the year before entering an amount on line 31.

2- If a portion of the reduction must be entered on form TP-231-V, Capital Gain Resulting
from the Donation of Certain Property, do not include this portion on line 93 of
Schedule G.

3- Use the amount from line 39 to reduce your share of the partnership’s business
income and, where applicable, your share of its farm income derived from the
disposition of intangible capital property. Enter the results on Schedule L and
Schedule G (line 86) respectively.

4- If, in the course of the year, you disposed of property that constitutes either your
entire interest in the flow-through entity or all your shares of the capital stock of the
entity, or the residual  portion thereof, you may use  the balance entered on line
41 to increase the adjusted cost base (ACB) of the property. Such an increase
is equal to the amount on line 41 multiplied by the fair market value (FMV) of the
property at the time of disposition, divided by the FMV of your entire interest in the
entity or of all your shares in the entity (as applicable).
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