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Preparing your tax return can be a daun ng task. We have
compiled some tax ps and updates you may wish to keep in
mind.
This edi on of the Wealth Consultant features:
· Tax saving strategies between spouses
· Planning opportuni es for 2015
· And more

How much do you know?
According to a 2011 survey conducted by Leger Marke ng for H&R Block Canada, most Canadians didn’t know:
·
·
·

How much a $1,000 RRSP contribu on would save them in federal tax
That the lower‐income earning spouse should claim the childcare expenses.
Did not realize that they are not en tled to claim any tui on or educa on credits unless their child transfers them

Test your knowledge by taking our Tax Quiz featured throughout this report.
1. Canadians can save tax by arranging to share or split diﬀerent sources of income. What types of income can be
shared?
A. CPP payments
B. OAS payments
C. Income from a RRIF (when the recipient spouse is over the age of 65)
D. Pension income from a Defined Benefit Pension Plan
E. A, C & D

START PLANNING FOR 2015
In 2013, Canadians bid adieu to the 75 and 100‐wa incandescent light bulb. In 2014, we said goodbye to
the 40 and 60‐wa bulbs. Ligh ng the way for us in 2015 and beyond will be energy eﬃcient LED and
compact fluorescent bulbs.
While ligh ng standards are certainly important to all, perhaps of more significance is our economy, which may get a
slight bump in 2015 due to a new free trade agreement with South Korea. Amongst other things, this will eliminate
the 40% tariﬀ that has been imposed on Canadian beef.
On a provincial basis:
·
·
·
·

Albertans can expect to pay $250 for paramedics to treat them at the scene of the accident and $385 for a drive
to the hospital.
Bri sh Columbians have a new transporta on law that includes road‐safety measures like slowing down and
giving emergency vehicles a wider berth (note that a $173 fine is levied on violators).
Ontarians can no longer smoke on pa os or sports fields.
Quebec parents will have to pay a li le more for day care.

Universal Child Care Benefit (UCCB)
Beginning January 1, 2015, the UCCB is being increased for children under age six. As a result, parents will be eligible for
a benefit of $160 (up from $100) per month for each child under the age of six. Under proposed changes to expand the
UCCB, parents may also receive a benefit of $60 per month for eligible children ages six through 17. Payments of the
addi onal amount and expanded amount will start in July of 2015. Note that the Child Tax Credit will be replaced by
the enhanced UCCB for the 2015 and subsequent taxa on years.

Child Care Expense Deduc on
A tax deduc on is allowed for child care expenses. In 2014, parents were allowed to claim child care expenses of $7,000
per child under age 7 and $4,000 per child aged 7 to 16. Beginning in 2015, these limits are being increased by $1,000
each.

Tax Bracket Increases
Most economists are of the opinion that there is a rela onship between marginal tax rates and economic performance,
believing that high marginal tax rates nega vely impact, entrepreneurship, investment, savings rates, etc… A marginal
tax rate refers to the addi onal tax an individual will owe to the government on the next dollar of income that they
earn. Canada has rela vely high marginal personal income tax in comparison to many G‐7 countries.
Federal Tax Rate

2015

2014

Basic Person Exemp on
15%

$11,327
Up to $44,700

$11,138
Up to $43,952

22%

$44,701‐$89,400

$43,953‐$87,906

26%

$89,401‐$138,586

$87,907 ‐ $136,270

29%

Over $138,586

Over $136,270

START PLANNING FOR 2015
Increased TFSA Contribu on Amount
The amount that you can contribute annually to your TFSA increased in 2013 by $500 to $5,500 and will remain at that
level for 2015. For someone who has never opened a TFSA before and was at least age 18 in 2009, your total cumula‐
ve TFSA contribu on room star ng January 1, 2015 is now $36,500.

Contribu ng to an Registered Re rement Savings Plan (RRSP)
The maximum RRSP deduc on limit for 2014 is $24,270. However, if you did not use your en re RRSP deduc on limit
for the years 1991‐ 2014 you can carry forward unused RSP contribu ons to 2015. In 2015, the maximum RRSP deduc‐
on limit increases to $24,930.

New for your 2014 Taxes
Family Tax Cut
Through Canada’s Economic Ac on Plan, the federal government created the Family Tax Cut, a new federal non‐
refundable tax credit of up to $2,000 for couples who have children under the age of 18. This tax credit is eﬀec ve for
the 2014 tax year. As this tax credit allows for the transfer of up to $50,000 from one spouse to the other, it will bene‐
fit families where one spouse earns significantly more than the other. In order to benefit from the Family Tax Cut, each
spouse must file a tax return. The chart below depicts the savings associated with the Family Tax Cut.
2014 Family Tax Cut
Spouse 1

Spouse 2

Diﬀerence

Split Adjustment

$50,000
$60,000

$0
$25,000

$50,000
$35,000

$25,000
$17,500

$423
$1,123

$70,000

$30,000

$40,000

$20,000

$977

$120,000

$0

$120,000

$50,000

$2,000

120,000

$60,000

$60,000

$30,000

$1,116

Source: www.tax ps.ca

Children’s Fitness Amount
Since its introduc on in 2006 the Children’s Fitness Tax Credit (CFTC) has allowed parents to claim up to $500 of the
cost associated with “strenuous” ac vi es for children under 16 (or under 18 with a disability). Historically, this tax
credit has been structured as a non‐refundable tax credit. A non‐refundable credit may not be used to reduce taxes
owing to less than zero. While the CFTC remains a non‐refundable credit for 2014, the amount of eligible expenses has
increased to $1,000. Beginning in 2015, this credit changes to a refundable tax credit. Unlike a non‐refundable tax
credit, a refundable tax credit is not limited to an individual's tax liability. Thus even if you do not owe any tax, you s ll
receive the tax savings that are associated with the tax credit.

Tax Quiz
2. Which one of the following is not true?
A. You can have more than one TFSA account.
B. Interest payments based on money borrowed to contribute to a TFSA and an RRSP is not tax‐deduc ble.
C. You are not allowed to make an over‐contribu on without penalty to an RRSP.
D. If you have never contributed to a TFSA before and are over the age of 25 you can contribute $36,500 to a
TFSA in 2015.

New For Your 2014 Taxes
Search and Rescue Volunteers Tax Credit
The 2011 budget introduced the Volunteer Firefighters Tax Credit while the government’s 2014 Economic Ac on Plan
announced a 15% non‐refundable Search and Rescue Volunteers Tax Credit on an amount of $3,000 for ground, air and
marine search and rescue volunteers. This credit will be available to search and rescue volunteers who perform at least
200 hours of service during a year. Individuals who perform at least 200 hours of combined eligible search and rescue
services and volunteer firefigh ng services in a given year will be able to choose between the Volunteer Firefighters
Tax Credit and the new tax credit.

Adop on expense tax credit
The maximum eligible adop on expense that qualifies for this tax credit was boosted to $15,000 in 2014, up from
$11,669 in 2013. In 2015 and subsequent years, this credit will be indexed to infla on.

Safety deposit box deduc on eliminated
As of the 2014 tax year, you can no longer deduct the cost of ren ng a safety deposit box. Note that this change took
eﬀect for corpora ons in March, 2013.

Share, Split & Combine
The following tax savings opportuni es and strategies can be either transferred or combined between spouses. Doing
so may help you realize more tax savings.

Split Income With Your Spouse
As withdrawals from all registered plans are taxable, minimizing the tax associated with the withdrawal should be the
goal of all savers. One of the best ways to accomplish this is through the use of a spousal RSP, which allows a spouse in
a higher tax bracket to allocate a future tax liability to a spouse in a lower tax bracket. While Canadians have been able
to split pension income with their spouse’s since 2008, they can only split income from a RRIF or from an RSP annuity
provided the recipient spouse is over the age of 65. Thus for those Canadians who plan to re re or semi‐re re before
normal re rement age, spousal plans can s ll be advantageous.
Medical Expenses
Spouses can combine the medical expenses that they have incurred for themselves as well as for those of a dependent
child (under the age of 18) on the return of the lower earning spouse. That’s because this non‐refundable tax credit is
based on those eligible medical expenses, (such as dental bills and prescrip on drugs etc.) that are in excess of the
lower of 3% of the taxpayers (lower earning spouse) net income or $2,171. A 15% federal tax credit is available on ex‐
penses above this amount to a maximum of $10,000. The list of eligible medical expenses now includes the cost of
designing a therapy plan for someone who qualifies for the disability tax credit and the cost of service animals that
help those aﬄicted with severe diabetes.

Tax Quiz
3. What is the maximum that you can contribute to a Registered Educa on Savings Plan.
A.
B.
C.
D.

$50,000
$5,000
$2,500
$35,000

Share, Split & Combine
Charitable Dona ons
While the first $200 of charitable dona ons claimed is eligible for a 15% federal tax credit, dona ons in excess of $200
are eligible for a 29% federal tax credit. As a result, spouses may want to combine their dona ons in order to take ad‐
vantage of the higher tax credit on dona ons in excess of $200. Dona ons can also be carried forward for up to 5 years
allowing individuals who donate smaller amounts to combine and claim their dona ons in a single year to also take
advantage of the higher tax credit on dona ons in excess of $200.
Note that the 2013 Federal Budget also introduced a tax credit for first me donors to charity (defined as individuals
who have not donated to charity since 2007). This new super credit supplements the charitable dona on tax credit
with an addi onal 25% tax credit on up to $1,000 in cash dona ons, en tling donors to a 40% federal tax credit for do‐
na ons of $200 or less, and a 54% federal credit for the por on of dona ons over $200.
Beginning Feb. 10, 2014, the value of a cultural property gi made through a tax shelter arrangement is limited to
the amount paid by the donor for the donated property.

Don’t Forget About Transfers
While deduc ons such as child care expenses should be claimed on the tax return of the lower earning spouse other
tax credits that can’t be fully used by one spouse may be transferred to the return of the other spouse. Some of these
credits include the:
·
·
·
·

Pension income amount
Age amount
Tui on and educa on amounts
Disability amount

Tax Quiz
4. Withdrawals from a TFSA may result in the claw‐back of income tested benefits such as Old Age Security (OAS),
Guaranteed Income Supplement (GIS), and Canada Child Tax Benefits (CCTB).

True

False

Sharing Your CPP
Sharing your Canada Pension Plan re rement pension with your spouse may also result in tax savings. The por on of
your pension that can be shared is based on the number of months you and your spouse lived together while you were
s ll contribu ng to the CPP.
Quiz Answers: E, C, A, False
The informa on contained herein is general in nature and is provided with the understanding that it may not be relied upon as, nor
considered to be, the rendering of tax, legal, accoun ng, or professional advice. Readers should consult their own subject ma er experts
for advice on the specific circumstances before taking any ac on. This informa on has been obtained from sources, which we believe to
be reliable, but we cannot guarantee its accuracy or completeness. Worldsource Financial Management Inc. does not assume any liability
for any inaccuracies in the informa on provided. There may be commissions, trailing commissions, management fees and expenses
associated with mutual fund investments. Mutual funds are not guaranteed or covered by the Canada Deposit Insurance Corpora on or
by another government deposit insurer. For funds other than money market funds, unit values change frequently. For money market
funds, there can be no assurances that a fund will be able to maintain its net asset value per security at a constant amount or that the full
amount of your investment in a fund will be returned to you. Past performance may not be repeated. Please read the prospectus before
inves ng. Mutual Funds and some Segregated Funds are oﬀered through Worldsource Financial Management Inc. while other products
and services may be oﬀered through your advisor.

