
Michael’s Tax Tips & Updates
taxation news and information bulletin

October  2009

â

2009  changes  a f f ec t ing
indiv idua ls
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âThe bas ic persona l amount ,
the spousa l and common- law
par tner amount , and the
e l i g ib le dependant amount
wi l l increase to $10,320 f rom
$9,600 in 2008.

The upper l imi t o f the f i rs t
persona l income tax bracket
wi l l increase to $40,726 f rom
$37,885 in 2008, and the
upper l imi t o f the second
persona l tax bracket w i l l
increase to $81,452 f rom
$75, 769 in 2008.

The 2009 Working Income Tax
Bene f i t w i l l be doubled f rom
the 2008 leve ls o f $510 for
s ing les and $1,020 for
fami l i es .

The HomeBuyers P lan
wi thdrawal l imi t w i l l be
increased to $25,000 f rom
$20,000 a f ter January 27 ,
2009.

A new non-re fundable tax
cred i t based on $5 ,000 for
f i rs t- t ime homebuyers was
in troduced for qua l i f i ed
buyers who acquire a home
af ter January 27 , 2009. Only
one cred i t i s a l lowed where
the home is purchased jo in t l y.

Budget 2009 proposed to
a l low the pos t- dea th
decreases in va lue o f an RRSP
or RRIF to be carr ied back

  
  

Addi t iona l tax cons idera t ions

and deducted aga ins t the year
o f dea th income inc lus ion .
The amount carr ied back wi l l
genera l l y be the d i f f erence
between the amount inc luded
in income and the amount
pa id out to the annui tant .

CRA warns tha t inves t ing in
ques t ionable RRSP and RRIF
tax- f ree wi thdrawal schemes
could resu l t in los ing your
re t i rement sav ings as we l l as
a reassessment o f your tax
re turns .

CRA notes in a March 11 , 2009
Technica l In terpre ta t ion tha t
the Chi ld Tax Cred i t (based on
$2,089 for 2009) may not be
ava i lab le to e i ther o f the
d ivorced spouses under
paragraph 118(1) (b .1 ) i f the
d ivorced parents have shared
custody o f the ch i ld even though
no ch i ld suppor t i s pa id by
e i ther parent .
However, assuming no ch i ld
support i s pa id by e i ther
parent , adminis t ra t i ve ly, they
wi l l a l low the Chi ld Tax Cred i t
prov ided on ly one parent
c la ims the cred i t .

CRA is reminding ind iv idua ls
and fami l i es to apply for the
Canada Chi ld Tax Bene f i t
when the ch i ld i s born , or i f
they become a res ident o f
Canada . They should not de lay
as CRA has sa id they can on ly
make re troac t i ve payments
for up to e leven

â

â

â



months f rom the month they
rece ive the appl i ca t ion .

A taxpayer may c la im the cos t
o f ins ta l l ing a centra l a i r
condi t ioner as a medica l
expense . The taxpayer needs
a prescr ip t ion f rom the i r
doctor ind ica t ing i t i s
required to cope wi th a severe
and chronic a i lment . The
c la im is res tr i c ted to the
lesser o f $1 ,000 or 50% o f i t s
cos t .

Under the new Home
Renovat ion Tax Cred i t (HRTC)
a taxpayer can c la im a non-
re fundable tax cred i t on
e l i g ib le expendi tures grea ter
than $1 ,000 to a max imum of
$10,000, resu l t ing in a
maximum cred i t o f $1 ,350.

In genera l computers acquired
a f ter March 18 , 2007 fa l l in to
c lass 50 wi th a cap i ta l cos t
a l lowance ra te o f 55%. The 2009
budget proposes a t emporary
100% CCA ra te for e l i g ib le
computers and so f tware
acquired a f ter January 27 , 2009
and be fore February 2011.
This 100% CCA ra te wi l l no t be
subjec t to the ha l f - year ru le .

Premiums payable by a
taxpayer under a l i f e
insurance po l i cy used as
co l la tera l for a loan may be
deduct ib le in comput ing
income f rom a bus iness or
proper ty under cer ta in
condi t ions . The po l i cy must
be ass igned to a f inanc ia l
ins t i tu t ion in the course o f
borrowing and be required by
the f inanc ia l ins t i tu t ion .

CRA has in troduced new
SR&ED c la im forms for 2009.
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Corpora t ions

The new Form T661 does not
in troduce new po l i c i es .
However s ign i f i cant pro jec t
de ta i l i s now incorporated in to
the T2 tax form and not f i l ed
separa te ly as in the pas t .

For tax years commencing
a f ter December 31 , 2008,
companies tha t have a
permanent es tab l i shment in
Ontar io wi l l on ly have to f i l e a
combined Federa l re turn .
Var ious t rans i t iona l ru les wi l l
apply where a company ’s CCA ,
R&D and non- cap i ta l loss
carry forward numbers vary
be tween Ontar io and the
Federa l government .

R ights & Things are repor ted
on a separa te re turn and can
inc lude th ings l ike CPP and
OAS to which a person i s
ent i t l ed a t the beg inn ing o f a
month and not pa id out unt i l
the end o f a month .

Income earned a f ter dea th and
pr ior to d is t r ibut ion to
bene f i c iar ies should be f i l ed
on a T3 Trust re turn to a l low
the es ta te to take advantage
o f the low marg ina l ra tes .

Where an Esta te rea l i zes a
cap i ta l loss in the f i rs t tax
year a f t er dea th , i t can e lec t
to carry tha t loss back to the
f ina l tax year o f the deceased ,
where i t can o f f se t cap i ta l
ga ins , or poss ib ly any o ther
source o f income.
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