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YEAR-END TAX PLANNING vation costs(example - carpets, | IN THIS ISSUE
landscaping, additions, fences,

88(1) painting, etc.)

Some 2009 year-end tax plan-
ning tips include:

1.

Certain expendi-
tures made byin-
dividuals by De-

For details, seavww.cra.gc.ca
and click onHome Renovation
Tax Credit.

cember 31, 2009
will be eligible for
2009 tax deductionsor credits
including: moving expenses,
child care expenses, safety de-
posit box fees, charitable dona-
tions, political contributions,
medical expenses, alimony, eli-
gible employment expenses, un-

ion, professional, or like dues, 4

carrying charges and interest
expenses, certain public transit
amounts, and children’s fithess
amounts.

The 2009 Federal Budget pro-
poses to introduce a temporary
Home Renovation Tax Credit
for expenditures made after
January 27, 2009 and before
February 1, 2010 in excess of
$1,000, to a maximum of
$10,000, resulting in a maxi-
mum Federal credit of $1,350
($9,000 x 15%).

Pleaseprovide details of reno-
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Consider contributing to a
spousal RRSPto achieve in-
come splitting in the future.

If you own a business, consider
paying areasonable salaryto
family members for services
rendered to the business.

An individual whose2009 net
income exceeds $66,335 will
lose all, or part, of theiold age
security.

Senior citizens will begin to lose
their income taxage credit if
net income exceeds2,312

Contact your professional advi-
sors for assistance imanaging
2009 personal income.

3. You have untiMarch 1, 2010 FARMING
to make tax deductible Regis-| GST
tered Retirement Savings Plan
(RRSP) contributions for the
2009 year. 6. Consider purchasing assets eli-

gible for capital cost allowance
before the year-end.

Consider selling capital proper-
ties with anunderlying capital
loss prior to the year-end if you
hadtaxable capital gainsin the
year, or any of thepreceding
three years This capital loss
may be offset against the capital
gains.

8. Registered Education Savings
Plan (RESP)

A Canada Education Savings
Grant (CESG) for RESP con-
tributions will be permitted
equal to 20% of annual contri-
butions for children (maximum
$500 per child per year).
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9. Health and dental premiums
for the self-employed

Individuals will be allowed to
deduct amounts payable for
Private Health Service Plan
coverage in computingusiness
income provided they meet cer-
tain criteria.

10. A refund of Employment In-
surance paid for non-arm’s
length employeesmay be avail-

able upon application to CRA.

11. Taxpayers that receiveeligi-
ble” dividends from private and
public corporations will have a
significantly lower tax rate on
the dividends. Notification
from the corporation to the

shareholder is required.

12. Eligible public transit passes

will be entitled to a tax credit.

13. Afitness tax creditfor children
under 16 enrolled in certain or-

ganized sports is available.

14. A Registered Disability Sav-
ings 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 grants and
bonds. Please contact your pro-
fessional advisors for details.

2009 REMUNERATION

88(2)
Some general guide-
lines to follow in re-
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munerating the owner of a Cana-
dian-controlled private corpora-
tion earning ‘active business in-
comé include:

1. Bonusing downactive business
earnings in excess of tla@nual
business limit may reduce the
overall tax. However, leaving
corporate active business in-
comeover this amount presents
atax deferral.

Professional adviceis needed
in this area.

2. Notification must be made to
the shareholders when dali-
gible” dividend is paid - usual-
ly in the form of aletter dated
on the date of thdividend dec-
laration. If all shareholders
are directors, the notification
may be made in thBirectors’
Minutes.

Please contact yoyrofession-
al advisor for advice before
paying aneligible or ineligible

dividend.

3. Elect to pay out tax-freecapi-
tal dividend account’ divi-
dends.

Consider paying dividends to
obtain a refund of refundable
dividend tax on hand'.

Corporate earnings in excess of

personal 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 salaries, will reduce an indi-
vidual's cumulative net in-
vestment lossbalance thereby
providing greater access to the
capital gain exemption

N

Excessivepersonal incomeaf-
fects receipts subject tolaw-
backs such a®ld age security
the age credit child tax bene-
fits, GST credits and certain
provincial incentives.

8. Salary payments requissurce
deductionsto be remitted to the
Canada Revenue Agency on a
timely basis.

Individuals that wish to contri-
bute to the Canada Pension Plan
or a Registered Retirement Sav-
ings Plan may require salary

to create arned incomé.

. Salaries paid to family mem-
bers must beeasonable

EMPLOYMENT INCOME

88(3)

CRA ADMINISTRATIVE CHANGES

On June 11, 2009, CRA
introduced policy
changesfor employment
benefits. For example,

L~
8] yd

26
C)

¥

Overtime Meals and Allowances
Provided to Employees

For 2009 CRA will considemo tax-
able benefitto arise if;

+ the value of the meal or meal al-
lowances isreasonable a value
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of up to $17 will generally be
considered reasonable,

* the employee workisvo or more
hours of overtime right before or
right after his/her scheduled hours
of work, and

» the overtime isinfrequent and
occasionalin nature. Less than

three times a week will generally

be considered infrequent or occa-
sional. However, this condition
may also be met where the meal
or allowance is provided three or
more times per week on an occa-
sional basis to meetorkload
demandssuch as major repairs or
periodic financial reporting.

Loyalty Programs

For 2009 CRA will no longer re-
quire loyalty points (e.g., frequent
flyer points) that arecontrolled by
the employeeto be added as em-
ployment income by the employee as
long as:

» the points arenot converted to
cash

» the plan or arrangement isot
indicative of aralternate form of
remuneration, or

» the plan or arrangementnst for
tax avoidancepurposes.

Non-Cash Gifts and Non-Cash
Awards

For 201Q the following changes are
being made to CRA'sgift and
award policy. The current rules
are that up totwo gifts and two
awards costing $500 or lessare
non-taxable to the employee but
deductible to the employer.

* Non-cash gifts and non-cash

awards to an arm’s length em-
ployee, regardless of the num-
ber, will not betaxable to the ex-
tent that the total aggregate value
of all non-cashgifts and awards

to that employee is less than or
equal to $500 annually. The total
value in excess dp500 annually
will be taxable.

In addition to the above, every 5
years a separate non-caking-
service award may also qualify
for non-taxable statusto the ex-
tent its total valués $500 or less

Editor's Comment

See yourprofessional advisor for
information on these and oth€RA
administrative changes
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ESTATE PLANNING
88(4)
DIRECTOR LIABILITY -

UNPAID GST/HST

In a May 4, 2009ax Court of Can-
ada case, the taxpaydirector was

assessed fopersonal liability for

unpaid GST/HST of $236,344 plus
interest of $7,372 plugpenalties of

$9,651 for a total of $253,367.

Taxpayer Wins!

The Court noted that where the direc-
tor haslittle understanding of fi-
nancial documents hemay rely on

others to handle the financial aspects

without incurring personal liability
for unpaid GST/HST.

Also, in a May 12, 2009 echnical
Interpretation, CRA notes thadi-
rectors cannot be assessednore

than two years after they cease to
hold office.

Editor's Comment
Legal adviceis needed in this area.

SUPERFICIAL LOSSES

In a January 22, 200Bechnical In-
terpretation, CRA notes that #ax-
payer’s lossfrom the disposition of
property is deemedil to the extent
that it is a Superficial loss.

For example, this applies if the tax-
payer sells a security which is then
purchased, or repurchased, by a
Trust governed by the taxpayer’s
RRSP, RRIF or TFSA within the
period ofthirty days before, or thir-

ty days after, the disposition.

FARMING

88(5)
EASEMENT OR RIGHT OF
WAY

In a June 4, 200Bxternal Technic-
al Interpretation, CRA notes that if
the property to which
2) oo

A the easement or right
.é> of way pertains meets

- the  definition  of
“qualified farm property” the lan-
downer may be entitled to tloapital
gains exemption.
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GST

88(6)

INPUT TAX CREDITS (ITC'S) —
CAUTION

In corporate structures, it isimport-
tant to ensure that it is thecipient

of thesupply that
pays the expense and
claimsthelTC. )

CRA has madecassessmentwhere
thewrong personin acorporate group
has claimed th&lCs.

Editor's Comment

See youprofessional advisorfor
more information.

The preceding information is for educational pugsosnly. As it is impossible to include all sitwais, circumstances and excep-
tions in a commentary such as this, a further me\sbould be done. Every effort has been made tarerthe accuracy of the
information contained in this commentary. Howemcause of the nature of the subject, no persdinnoiinvolved in the dis-
tribution or preparation of this commentary accetg liability for its contents or use.

" ¢

2009 FOURTH QUARTER

S Gaviller & Company LLP

VOLUME 11, ISSUE 4

— Tax Tips & Traps

PAGE 4



