
BUSINESS AND PROPERTY INCOME

ITEM OLD LAW NEW BILL

Interest on money 
buy shares

borrowed to

Corporations Corporations are not allowed to 
deduct interest on money bor
rowed to buy shares in other 
corporations.

Corporations will be allowed 
full deduction for this interest.

Individuals Individuals are allowed to de
duct interest on money borrow
ed to buy shares in corporations.

Full deduction of interest is con
tinued for individuals.

Entertainment and 
penses

related ex- Deduction allowed for reason
able entertainment expenses, 
membership costs and similar 
expenses provided they are 
incurred to earn income.

No deduction for social and re
creational club fees, or costs of 
yachts, fishing camps and other 
recreational facilities. Deduc
tion for entertainment and con
ventions similar to old law, ex
cept for geographical restriction 
on conventions.

Farmers and fishermen Farmers and fishermen are No change.
Cash basis entitled to compute their income 

on a cash basis.

Averaging Farmers and fishermen are 
entitled to special income-aver
aging provisions.

No change.

Basic herd Farmers are entitled to classify 
a herd of animals as a capital 
asset, “basic herd”, and gains 
and losses are treated as capi
tal gains and capital losses and 
are therefore tax-exempt.

Farmers will have an opportun
ity to establish a basic herd as 
at December 31, 1971.
Basic herds will be valued on V- 
Day and any proceeds of dispo
sal up to this value will be ex
empt from tax. Proceeds in ex
cess of this value will be treated 
as farming income and eligible 
for the special forward averag
ing.

Straight-line depreciation Farmers and fishermen may use 
straight-line depreciation instead 
of diminishing balance deprecia
tion and thereby avoid recaptur
ed depreciation. Gains on dis
posal of depreciable assets are 
treated as capital gains.

Straight-line depreciation phas
ed out.

Hobby farmers A taxpayer whose principal bus
iness is not farming may de
duct only $5,000 of farming loss 
annually from other income.

Similar to old law except that 
property taxes and interest 
which are not allowed as ope
rating losses can reduce subse
quent capital gains on sale of 
farm, but would not be allowed 
to create a capital loss.
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