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YEAR-END TAX PLANNING

84(1)

Some 2008 year-
end tax planning
tips include:

1.

Certain  ex-
penditures

made by indi-
viduals by December 31, 2008 will be
eligible for 2008 tax deductions or
credits including: moving expenses,
child care expenses, safety deposit
box fees, charitable donations, politi-
cal contributions, medical expenses,
alimony, eligible employment ex-
penses, union, professional, or like
dues, carrying charges and interest

expenses, certain public transit
amounts, and children’s fitness
amounts.

You have until March 2, 2009 to
make tax deductible Registered Re-
tirement Savings Plan (RRSP) contri-
butions for the 2008 year.

Consider contributing to a spousal
RRSP to achieve income splitting in
the future.

If you own a business, consider pay-
ing a reasonable salary to family
members for services rendered to the
business.

An individual whose 2008 net income
exceeds $64,718 will lose all, or part,
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of their old age security.

Senior citizens will begin to lose their
income tax age credit if net income
exceeds $31,524.

Contact your professional advisors for
assistance in managing 2008 personal
income.

Consider purchasing assets eligible
for capital cost allowance before the
year-end.

Consider selling capital properties
with an underlying capital loss prior
to the year-end if you had taxable
capital gains in the year, or any of the
preceding three years. This capital
loss may be offset against the capital
gains.

Registered Education Savings Plan
(RESP)

A Canada Education Savings Grant
(CESG) for RESP contributions will
be permitted equal to 20% of annual
contributions for children (maximum
$500 per child per year).

Health and dental premiums for the
self-employed

Individuals will be allowed to deduct
amounts payable for Private Health
Service Plan coverage in computing
business income provided they meet
certain criteria.

A refund of Employment Insurance
paid for non-arm’s length employees
may be available upon application to

YEAR-END TAX PLANNING
2008 REMUNERATION
BUSINESS/PROPERTY INCOME
MARRIAGE BREAKDOWN
ESTATE PLANNING

WEB TIPS

GST/HST

DID YOU KNOW...

10.

11.

12.

13.

CRA.

Taxpayers that receive “eligible” divi-
dends from private and public
corporations will have a significantly
lower tax rate on the dividends. Noti-
fication from the corporation to the
shareholder is required. See 84(2) -
#2.

Eligible public transit passes will be
entitled to a tax credit.

A fitness tax credit for children under
16 enrolled in certain organized sports
is available.

A Registered Disability Savings Plan
may be established for a person who
is eligible for the Disability Tax
Credit. Non-deductible contributions
to a lifetime maximum of $200,000
are permitted which are eligible for
tax-deferred grants and bonds. Please
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contact your professional advisors for
details.

2008 REMUNERATION

84(2)
Some general guidelines
to follow in remunerat-
ing the owner of a Cana-
dian-controlled private n

corporation earning “ac- ’
tive business income”
include:

1. Bonusing down active business earn-
ings in excess of the annual business
limit may reduce the overall tax.
However, leaving corporate active
business income over this amount
presents a tax deferral.

Professional advice is needed in this
area.

2. Notification must be made to the
shareholders when an “eligible” divi-
dend is paid - usually in the form of a
letter dated on the date of the divi-
dend declaration. 1f all shareholders
are directors, the notification may be
made in the Directors’ Minutes.

Please contact your professional ad-
visor for advice before paying an eli-
gible or ineligible dividend.

3. Electto pay out tax-free “capital divi-
dend account” dividends.

4. Consider paying dividends to obtain a
refund of “refundable dividend tax
on hand”.

5. Corporate earnings in excess of per-
sonal requirements could be left in the
company to obtain a tax deferral.
The effect on the “Qualified Small
Business Corporation” status should
be reviewed before selling the shares.

6. Dividend income, as opposed to sala-
ries, will reduce an individual’s cu-
mulative net investment loss balance
thereby providing greater access to
the capital gain exemption.
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7. Excessive personal income affects
receipts subject to clawbacks, such as
old age security, the age credit, child
tax benefits, and GST credits.

8. Salary payments require source de-
ductions to be remitted to the Canada
Revenue Agency on a timely basis.

9. Individuals that wish to contribute to
the Canada Pension Plan or a Regis-
tered Retirement Savings Plan may
require a salary to create “earned in-
come”.

10. Salaries paid to family members must
be reasonable.

BUSINESS/PROPERTY INCOME

84(3)

MANUFACTURING AND
PROCESSING (M&P) PROPERTY

M&P property acquired after March 18,
2007 and before 2010 will be eligible for
enhanced Capital Cost Allowance deduc-
tions (50% straight-line method).

BUILDINGS

An enhanced Capital Cost Allowance rate
is available for M& P buildings (10%), and
other non-residential buildings (6%).

To qualify, the building must be brand
new. Used buildings are not eligible.

CHANGE IN USE

In a May 16, 2008 Tax Court of Canada
case, Mr. and Mrs. Evans operated an
electrical business partnership in which
they owned a garage which was used as a
workshop and storage facility. The busi-
ness was then turned over to their sons
who had been working as employees for a
number of years. However, Mr. and Mrs.
Evans retained ownership of the garage,
which was used by the sons in the business
but, did not charge rent for the use of the
garage.

The Problem
The Court found

that the garage was no longer used to
earn income from a business or property
by Mr. and Mrs. Evans. Therefore, there
was a change of use and a deemed dispo-
sition at fair market value triggering sig-
nificant recaptured capital cost allow-
ance.

The Court noted that had the sons paid
Mr. and Mrs. Evans rent for the property,
this problem would not have occurred.

TERMINAL LOSS UPON THE
CESSATION OF A BUSINESS

In a July 22, 2008 External Technical
Interpretation, the Canada Revenue
Agency (CRA) notes that if a business is
discontinued, the taxpayer is not entitled
to claim a ferminal loss for the undepreci-
ated capital cost of a class of depreciable
property until all the assets in the class are
disposed of.

Furthermore, the taxpayer is not entitled to
claim capital cost allowance on the prop-
erty in any subsequent year unless it is
used in that year to earn income from a
business or property.

MARRIAGE BREAKDOWN

84(4)

WHOLLY DEPENDENT PERSON

In an April 30, 2008 Tax Court of Canada
case, the Court confirmed that a divorced
person is not entitled to a tax credit for a
wholly dependent person if he/she is re-
quired to pay a child support amount for
the person - whether or not they in fact pay
the amounts, or it is fair that they should
have to pay the amounts.

SPOUSAL SUPPORT

In a June 4, 2008 Al-
berta Court of Appeal
case, the Judge initially
ordered Mr. S to pay
spousal support indefi-
nitely. However, the
Alberta Court of Appeal
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