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2007 PERSONAL INCOME TAX
RETURN CHECKLIST

81(1)
Appen-
dix A
provides
a che&-
list of
information that will be needed to e

plete your 2007 Personal Income TaxR
turn.

PERSONAL TAX
81(2)

STUDENTS

Someclaims that may be made bstu-
dentsinclude:

(i) tuition and ancillary fee tax credit,

(i) atextbook crediof $65 per month in
schoaol,

(iii) an education amountof $400 per
month.

If the studentannot usethe tuition, ed-

cation and textbook amounts, these can be

nineteen, the unclaimed amount mag
claimed by the parent

IN THIS ISSUE

Scholarships, fellowships or bsariesare
tax-free.

A student may dedughoving expenses
against employment income or research
grants. These may lwarried forwardto
the next year if not deductible in thereu
rent year.

Also, atax credit is available oimterest

on loansmade under the Canada Student
Loans Act and the Canada Student Rina
cial Assistance Act, or siitar provincial
law. Thiscannot be transferredo a pa-

ent but can bearried forward for up to
five years
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WEB TIPS

DID YOU KNOW...

MEDICAL EXPENSE - ATTENDING
A PRIVATE SCHOOL

In a June 26, 200Tax Court of Canada
case, the taxpayer paidition fees of
$12,900 on behalf dfier sonto atend a
private school (Rothesay Collegiate
School in Saint John, New Brswick).
The son had been diagged withsevere
learning disabilitiesand behavioral pto
lems.

transferredto a parent or grandparent up The Court permitted thiiition feesas a

to $5,000 Amounts not used by theust
dent and not transferred may barried
forward and used by the student in d&su
sequent year.

Also, thestudentmay claim goublic tran-
sit pass credit If the student is under age

medical expensand noted that:

1. The Income Tax Act permitsraed-
cal expensdor thecare or the care
and training, at achool institution
or other placethat the patient, who
has beeertifiedby an appropately

qualified person to be a person who,
by reason of ghysical or mental
handicaprequires thequipment, &-
cilities or personnekpecifically po-
vided by that school, institution or
othe place for the care, or the care
and training, of individuals suffering
the handicap suffered by thetient.

2. Even thoughRothesaywas not a

school exclusivelyfor the learning
disabled t h e sograms wered s
able to adapt to and accommodate
suchindividuals. Theprogramswere
progressiveenough that they could
accommodate those with Attention
Deficit Disorder and learning and-o
ganizational disabilities.
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COMMON-LAW PARTNER wise. Some Good News for a Taxpayer!
In a September 27, In an October 30, 200Fax Courtof Can-

2007 External @ ada case, Mr. H was required to travel for
Tedhnical Inter- Sglnz EMPLOYMENT INCOME employment purposes gnd receiv&d’s
pretation ~ CRA 81(3) centsper kilometre and fixed allowance
noted thata com- @ for travel which he included incomeand
mon-law partneris Q TELEPHONE AND LODGING thendeducted expenses

a person who, at EXPENSES

Included in the expensedgducteddy Mr.
In a July 24, 2007ax Courtof Canada  H was thedaily 30-kilometre drive fe-
case, the taxpayer wascammgsioned tween his residence and his officker
sales employewho agreed to work on a which he didnot receive a allowance
temporary basisn a loation which was  His justification was that thenly reason
three hoursfrom his home base. He he took thanotor velicle to workwas his
rented a motefrom Monday to Fridayat e mp | oy er 6 s thatkeqasp.rHe me 1
that loation and deductethe expenses.  had altenate and less expensive means of
e e The Conperited e 34200 o he  "S5BEriofuich butor e omplomen
Rather, the test requirescanjugal reka- moté! expensesn the b asis that this was self ,

' not personalbecause it was @mporary '

tionship. Whgre aperson wha lives with employment location The Court concluded that thesemnmute
the taxpayer isoutinely absentfrom the : .
kilometres are allowable motor vehicle

home for part of a week, thatctain and Also, the employee incurreztllular tele- i
of itself, wouldnot precludea finding that ~ phone chargeswvhich werepartly reim- S MelEel il
throughout each such week the person wasbursed He successfly deducted the 1. The employee wasequiredto have
living in a conjugal relationshipwith the business portion of the amounts that were his motor vehicleavailable at thef-

that timeco-habits

in a conjugal relatinship with the ta-
payer and has done so throughout the
twelvemonth periodthat ends at that pa
ticular time. Commonlaw partnersare
considered to bespousedor income ax
purposes.

taxpayer. not reimbursed. fice.

2. Theonly waythat requirement could
CHARITABLE DONATIONS TRAVEL FROM HOME TO A POINT 5o cailieto wes Hhve e cedh
Administratively CRA usually pemits OF CALL day.
either spouséo claim acharitable dora- In an October 29, 2007

3. The Court accepted
argument that, except for thee-
quirementthat he have higehicle at
work, he would have relied on the
cheaper alternate transptationthat
was available to himcatching aide

tion tax credit even though theonation External  Techncal
receiptmay be i n the ot hntemretatipro uGRAOG
However, if there is d&arge donationit note that the use of ar
would be advisable to ensure that tee employerprovided no-
ceipt is in the name of the person who tor vehicle by an m-

EES e NG 29 Gl e ;‘;ﬁ‘éigg"r":;” with his sonwho lived at homegar-

pooling or taking the bus Instead,
CHILD CARE EXPENSE (CCE) !ar i obmployment he had to take his car back and forth
In a November 21, 200&xternal Ted- is geneally considered

and was responsible for the expenses

personal and not de- . : X
incurred in doing so.

ductible.

nical Interpretation, CRA note that only
the portion of the fees paid to adua-
tional institution relating tochild care However, where theraployee proceeds Edi t or 6s Comment

(i.e., sipervision before and after classes directly from home to a point of calbth- CRA do not always follow these Tax
or duing the lunch period) megualify as erthanthemp | oy er 6 s pl ac ecowtfnfornal sldciBighsis thdir @sses
aCCE. However, when the paymentisfor which the employee regularheports, or ing practices.

a child who isunder the compulsory  returns home from such a point, use of the

school agethe services are generallyreo  vehicle isnot considered personand is  THE AUTO LOG

sidered to be fochild care (rather than  deductble. In a September 26, 200Fax Court of
education), unless the facts indicate othe e - trmnp’loyersupplied ani-
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nivan (a 1998 Chevrolet Astro) which was
used for bottbusiness and personalips
by the employee. CRA assessestiadby
charge and anoperating benefitto the
employee.

Employee Loses

The Court conf ismeme d
and noted that tsuccessfully ebut the
taxable benefit assessment, #meployee
must provide clear, expliciévidenceof
the actual employment use of the aat
mobilein terms of kilometresThe Appé&
lant didnot provide such evidence

BUSINESS/PROPERTY INCOME
81(4)

INTEREST DEDUCTIBILITY -
MUTUAL FUND UNITS

In an August 21, 200¥echnical Interpre-
tation, CRA notes that wherunds are
borrowedto acquire anutual fund unit
and, there is &eturn Of Capitalto the
unit holder without any disposition of the
property, if the funds receivedare not
usedfor an incomeearning purpose, the
interest onthat portion of the borrowed
money that relates to the Return Of Capital
would not be deductiblesince its current
use is pesonal.

PERSONAL SERVICE BUSINESS
CORPORATION

In a January
19, 2006Tax
Court of Can-
ada case,
computer
technician
formed acorporation that received dut
contracts from only one person. CRA
successfully determined that the pora-
tion was gpersonal sevices businesand
deniedthe small business dedtion.

The Court agreed with CRA that there was
anemployment relationshipesulting in a

2008 FIRST QUARTER

personal service businessatus.

Editor s Comment

The corporation would have hadoeter
chance of succedsad there been a signed
bona fideindependent contctor contract,

Approximately three years later, dhe
funds were eturnedto CANCOto restore
thestatus quo

CRA successfullyassesseir. and Mrs.
D for appropriating corporate property
even though the funds were returned to the

and related performance, in accordance company.

wil@ Bhdirddependentcontract®r criteria
in CRA Guide RC4110

MUTUAL FUNDS FOR
INDIVIDUALS

C R A @&smide RC4169explains thetax
treatmentof mutual fundsfor individuals
including:

1. A mutual fund trustwill issue aT3
Slip and amutual fund caporationa
T5 Slip to report capital gains, div
dends, foreignricome, interest, other
amounts, returns of capital, or anco
bination of theseamounts.

When an investaredeems or cashes
in the units or shares, you are taxed
on thecapital gain The individual
will receive aT5008 Slipfrom the
mutual fund.

The Guide also includesexample
calculations

OWNERMANAGER
REMUNERATION

Tax Tips & Traps

81(5)

APPROPRIATION OF PROPERTY

In an August 8, 2007
Tax Court of Canada
case,Mr. and Mrs. D
each owne®0%of the
shares o€ANCQO. Mr.
and Mrs. D transferred
$96,000 of CANCO
funds into aninveg-
ment account held
jointly by themto pro-
duce better returns or
the conbined funds.

Y,

THE BONUS DOWN DECISION

In the past, Canadiatontrolled private
corporations€CCPC3 ordinarilybonused
downtheir active businessncometo the
small business deductioamount. This
approach has beetomplicated through
thereduction of taxoneligible dividends
paidout of the General Rate Income Pool
(GRIP). Inall provinces there is a sigif
icant deferral in leaving income in thereo
poration at the top corporate rate versus
the top personal rate. However, there is an
overall costwhen the amounts are taken
out even though they areligible div-
dends

An additional comptation is that byot
bonusing dowrthe corporation must make
its final corporate tax installmentpay-
menttwo monthsafter the yeaend (not
three months) and have much higher
monthlycorporate tx installments Also,
quarterly, rather than monthlytax in-
stallments would not apply.

Other considerationdnclude the shar-
hol dersé current or
effect on any scientific research and exp
rimental development claim, the effect on
the small business corporation status
through the buildup of surplus inactive
assets, the loss of the small business d
duction as taxable capital in the corgor
tion exceeds $10 million, and the aeeel
rated payment of corporate tax
installments.

There are atsprovincial taximplications
to consider.
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REFUNDABLE DIVIDEND TAX ON a situation wheréarmland is to besubd- Edi tords Comment

HAND (RDTOH) videdto pI’OVide for thduture creetion of If this was asettlemenbetween the spau
A corporat i celigiblendiiy pad8pl estate degeloment es without a Court Order the payment
dendd and st i331/3%rafunce i ¥eA nbtddQhat the taxpayer will have a Would likely be non-deductible/nor
of RDTOH. As t heeligiblex fofiohaf caitdl gafh(1/2 taxed) on the taxable See the fidlowing case.

dividend® i s s i lgssthar thisS2 n HateYof conversiorhowever, this capital
1/3%, having General Rate Income Pool gain will not be taxed until théaxation ARREARS - SETTLEMENT
income and invéigent income inthe same  year during which theultimate saleoc-  In an English translation of a French
corporation permits th&DTOH to be  ¢yrs. Where the property iscaialified March 29, 2006Tax Court of Canada
ref unded t hr oug éligitileh e famPplopkfythe takbdyer s entitled to  case, the taxpayer paid 1,680as afinal
dividends . claim thecapital gains exemption settlementfor unpaid support arrears

_ o o The i in value of th b uncer the 1993 Divorce Jgthent. It was
Making a Dividend Eligible e increase in value of the propers the Tax Courtés view

) . W . tween the date of conversion and the date

A di vi de relibgibleds adysind e D <ale will be reported as a fifiventor were made toelease the Appellantrom
all recipientsthat itis aneligible dividend ain P y the obligations in the 1993 Divorce @1d
when it is paidincluding: gain. ment and, therefore, werapital in na-

A CRA has indicated thaDirectors Editord6s Comment e Erel e el

MmUteSCOUId designate the dilend, Themain disputesvith CRA arise onthe  THIRD PARTY PAYMENTS
if all shareholdersare drectors. dateof conversion and thealueattributed In a SeptembeR?, 2007Tax Court of
A Otherwise companies may want to thereto. Canada case tHe'rmer spouseMrs. T

haveletters datedn the date of div . .
dend payment specifyinge dividend wasconcernedwith respect tadlecting

. IR the annual alimony payments of $30,800.
i seligileo . MARRIAGE BREAKDOWN THOr Ol Or &, N
81(7) was agreed that the support payments
FARMING would be paid by way of aannuity which
ARREARS was to be bought byir. T from Manulife
81(6) In a September Financial for $136,679.
24, 2007 Tax @o The Courtreluctantly dismissed the p-
INTERVIVOS ROLLOVER OF Court of Canada peal because the agreement to provﬁie the
FARM PROPERTY TO CHILDREN case, the Appe : :
. 2 P A anruity to the former spouse constituted a
The Income Tax Act generally permits a lant was equired fundamental modificationof the Sepaa-
taxpayer to transfer, on &@x deferred to pay monthly z tion Agreement.
basis farm propertyto achild. Toh i s sufport pay-
loveo  i's i mportant, engnebf$2,000 arehlehintiafterlosh | &qitor6s Co mme n t

captal gain exemption would bérwise be  ing his job. A February, 2003Final

available, because thisaxable capital Court Order noted that the spousalsu
gain is included innet income even  port payments in arrears wef25,000
though it is deducted in computing taxable however, the total reears wereresetat
income. This affects income sensitive $7,500which waspaid by the taxpayer.
items such as Old Age Security clawbacks, CRA argued that tphe pa);/ment Wgsise HOUSE/COTTAGE

age credit clawdicks, Guaranteed Income tlement of arrears and, tiefore, was a  In a September 4, 200External Ted-

It appearssignificant that this annuity
purchase wasot part of aCourt Ordered
SeparatiorAgreement

Suppkements, etc. non-deductiblecapital payment. nical Interpretation, CRA reviewed a
scenario where, as part ofdasorce s¢

CONVERSION OF FARMLAND - Taxpayer Wins! tlement Husband () transfers his 50%

CAPITAL GAIN EXEMPTION The Court noted that the intention of the Mte"eSt I e e s LBty sreiny

transfers her 50% interest in the cottage to
H. CRA noted that these transfers will be
on a taxdeferred basis assuming they do

In a September 17, 2007
External Technical Inte-
pretation CRA reviewed

[Tax Tips & Traps |
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Court Orderwas that th&7,500was to be
paid as deductiblarrears




notelectout of the automatic rollover.

Also, provided thathe spousegointly
elect future gains or lossesn thepropa-
ties will accrue to therecipientsas @-
posed to théransferors

Edi tordés Comment

These Principal Residence Exemption
issues should be considered inskpan-
tion proceedings

ALIMONY

It was roted in the November 7, 2003 i
sue of theNational Postthat CRA has
requestedhe payer of spousal support for
areceiptfrom the recipient spouse before
allowing the deduction.

Editords Comment

Consider having thprovision of a eceipt
as a requiremerin the Agrement.

PENSION SPLITTING

In a November 7, 200Vax Courtof Can-
ada case, Mr. L entered into a Seghion
Agreement with his spouse in 2005 iratu
ing anequal divisionof the pension from
his employer. Therefore, Mr. L did not
include in incomehe$13,802paidby him
to hiswife on thepension division The

wife argued that this should not be taxable

to her, or éductible to him.

Mr. L Wins!

The Court noted that it was th@ention
of the partiesat the time theSeparation
Agreementvas execugd thatachwould
receive 50%of the pension.

Therefore, the $13,802 paid by Mr. L to
his spouse should not have bescluded
i n Mr. Lds i ncome.

Edi tor s Comment

There may befewer argumentsif the
pensionis dividedat source

2008 FIRST QUARTER

ESTATE PLANNING
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81(8)

RDSP

A new Registered Disability Savings Plan
(RDSP with a Canada Disability Savings
Grant CDSGQ Program and Canada Ris
bility Savings Bond CDSB) Program is
applicable in2008 There will be dif e-
time limit of $70,000 on CDSGs and
$20,0000n CDSBs

Eligibility

Generally, any person eligible for thesbi
ability Tax Credit DTC) and re&ent in
Canada, or their parent or other legg-re
resentative, will beligibleto establish an
RDSP.

CLEARANCE CERTIFICATE

In a July 10, 2007External Technical
Interpretation, CRA notes that thdistri-
bution of property to anon-resident bee-
ficiary in satisfaction of their rights under
the Trust or the Estateis subject to a
withholding taxunless a Clearance Cérti
icate is dtained.

Taxpayers should also be aware thadry
non-resident personwho in a taxation
year disposesof any Taxable Canadian
Propertyshall send to CRA &otice

Failure to complymay result in a palty
of $25 per dayto a maximum of.00 days
for a total 0f$2,500

I f this
closured t o

h a sVolontagy Dis-mi
CRA

S lderad. d

WARNING

In a November
29, 2007 FR-
lease, CRA
warned inves-
tors about
guestionable

RRSP and RRIF taxfree withdrawal
schemes. To date, CRA hesassessed

over 3,100 taxpayers, commencadits
on another 1,800 xpayers and, audits on
other arrangments are about to begin.

CRA advises that taxpayers shoahbid
schemeshat promisevithdrawal of funds
from an RRSP or RRIRvithout paying
tax,immediateaccesso asset s

i ndod RRSPs dcomRit&xldF s ,
ductions of three or more times the
amount nvested.

The Problem

CRA notes that the full amount @y
withdrawal or ineligible investments
included inincome

Also, in many cases taxpayers hdwst
all, or part, of their retirement saings.
These schess are usually pmoted either
over the Internet, newspaper ads, ay-pr
motional meetings.

WEB TIPS

81(9)

GOOGLE CHEAT SHEET

Organized

by user skill

level, this2-

page cheat

sheet is a

great tool to print off and post near your
computer.

Contained on thehget are:

3 ¢ ligf of seryicegandtoolsthat Google
b e n s |

- alist ofsearch tips

- basicmanagementand Google cm-
pany infornation.

To view the Cheat Sheet, go to:

http://www2.adelaider.com/googiheat
sheet/
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