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Agenda

▪ 2010 tax changes
▪ Top 10 Tax Filing Tips (2009 returns)
▪ TFSA update
▪ U.S estate tax update
▪ Hot tax cases
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2010 Federal Tax Brackets
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Non-refundable Tax Credits



 5 5

EI special benefits for self-employed

▪ Self-employed can now “opt-in” to receive “Special 
Benefits”
– Maternity (15 weeks)
– Parental/adoptive (35 weeks)
– Sickness (15 weeks)
– Compassionate care (6 weeks)

▪ Must opt-in at least one year before collecting
▪ Must have self-employment income > $6,000
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Interest deductibility update

▪ “Borrowed for the purpose of earning income”
▪ Stocks that don’t pay any/sufficient dividends?
▪ Equity funds that don’t pay sufficient/any income 

distributions?
▪ Not deductible? Limited to amount received? Fully 

deductibile?

CRA Income Tax Technical News (12/23/2009)
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#1 - Claim those renos (Schedule 12)

▪ Home Renovation Tax Credit
▪ Expired January 31, 2010
▪ Materials purchased before 

Feb 2010 qualify even if 
they are installed after 
January 2010

▪ Labour only qualifies if work 
was done before February 
2010, even if prepaid



 8 8

#2 – Split that pension (Form T1032)

▪ Pension income?
 Before age 65?

● Regular monthly pension from DB or DC plan
 After age 65?

● Includes RRIF (LIF, LRIF, PRIF) withdrawals
▪ Benefits:
▪ Transfer up to 50% of pension income to 

lower-income spouse / partner
▪ Avoiding / Minimizing impact of Old Age Security 

clawbacks
▪ Doubling of pension income credit 
▪ Reducing net income grind of age credit
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#3 – Pool your donations (Schedule 9)

▪ 15% credit on first $200
▪ 29% above $200
▪ Pool husband / wife / common law partner donations
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#4 – Defer stock option benefits (T1212)

▪ Election to defer taxable 
employment benefit until 
year of sale

▪ Jay receives 1,000 options 
to acquire shares @ $20

▪ Jay exercises options in 
September 2009 when 
shares worth $220

– Elected to defer tax on the 
$200,000 employment 
benefit
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Relief for underwater stock options

▪ Share crashes – now worth $10/share or $10,000

▪ Jay sells

– Gets cash of $10,000

– Owes tax on employment benefit deferred of $200,000

– Can’t use capital loss of $210,000 against employment 
benefit

▪ HELP!!!

▪ Remission order November 2007 – SDL Optics Inc. (JDS 
Uniphase)
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Relief for underwater stock options

▪ BUDGET 2010: New rule – special tax equal to proceeds of 

disposition of optioned shares

▪ Jay would pay tax of $10,000 (proceeds) vs. tax on 

employment income benefit of $50,000 (at capital gains 

rates)
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Elimination of deferral & remittance 
requirement
▪ Effective for exercises after March 4, 2010 – 4 pm ET

▪ No more tax deferral of employment option benefit

▪ Employer must now remit tax upon employee exercise
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#5 – Write off the kids!

▪ Child amount - $2,089/child
– Non-refundable credit (federal – 15%)

▪ Children’s fitness tax credit - $500/child
– Children <16 at beginning of 2009

▪ File returns for kids
– RRSP contribution room
– RRSP vs TFSA

▪ University students
– Tuition, education, textbook amounts
– Interest paid on student loans
– Transit pass credit
– Moving expenses
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#6 – Report offshore stash (T1135)

▪ Foreign income verification 
statement

▪ More than $100,000 (CDN)
– Funds in foreign bank accounts
– Shares of non-resident 

corporations
– Foreign real estate

▪ EXEMPT
– Canadian mutual funds (even if 

own foreign shares)

▪ Penalty - $25/day (Max 
$2,500)

▪ Leclerc
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#7 – Claim legal fees

▪ Loss of employment in 2009
▪ Legal fees paid to:

– Collect / establish right to salary or wages owed
– Collect / establish right to pension / retiring allowance

• Includes damages / settlements for wrongful dismissal
• Limited to pension / retiring allowance
• Seven year carryforward
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#8 – File on time 

▪ April 30 / June 15
▪ 5% of amount owing + 1%/month (12 months)

– 2nd time – 10% + 2% month (20 months)

▪ Arrears interest at prescribed rate + 4%
– 5% for Q1/Q2 2010
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#9 – Report all your income

▪ Missing receipt?
– File on time and estimate missing item

▪ Penalty of 10% (+ 10% provincially) for failure to 
include amount in income

▪ Sabharwal case
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#10 - Avoid that refund

▪ Reduce tax at source
▪ Reduce OAS clawback at source
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Plan NOT to Get a Refund!

▪ the euphoria of 
getting a tax refund 
that lasts only until 
you realize it was 
your own money to 
begin with…

in·tax·i·fi·ca·tion (in-täk-sə-fə-kā-shən) noun
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Plan NOT to Get a Refund! (cont’d)

▪  “Undue hardship” provision

▪  Too much tax withheld at source

▪  Due to:

– RRSP contributions

– Support payments

– Childcare expenses

– Charitable donations

▪  Form T1213
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Capital gain in 2009 – OAS

▪ Client will pay back all 2009 OAS because large 
capital gain in 2009 (income > $107,692)

▪ Client will also lose 2010 OAS based on 2009 income
▪ What if high 2009 income (gain) was a one-time 

occurrence?
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Capital gain in 2009 – OAS (cont’d)

▪ Apply for 2010 reduction of tax at source – OAS
▪ Form T1213 OAS
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Miscellaneous tax update

▪ TFSA update
▪ State of US estate tax
▪ Cases of interest
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TFSA carry-forward room

▪ $10,000 opportunity
▪ $20,000 opportunity (spouses/partners)

– No attribution
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TFSA – New “anti-avoidance” rules

1. Deliberate overcontributions
2. Prohibited investments
3. Asset transfer transactions
4. Non-qualified investments (land, etc.)

▪ After October 16, 2009
▪ Withdrawals of any of the above do not create 

additional TFSA contribution room
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TFSA – Deliberate overcontributions

▪ Any income attributable to deliberate overcontributions 
and prohibited investments subject to 100% tax
– Tom overcontributes to his TFSA by $100,000
– Buys 1 million shares at 10 cents/share of XYZ Jr. Oil
– Overcontribution penalty is 1% per month = $1,000
– Stock doubles, Tom withdraws his over-contribution
– TFSA has realized a $100,000 gain inside his TFSA
– NEW RULES: $100,000 of penalty tax payable
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TFSA – Prohibited investments

▪ Any income attributable to prohibited investments subject 
to 100% tax
– Dick invests $5,000 of his TFSA in private company 

shares of which he is a significant shareholder (owns > 
10%)

– Company declares a $1-million dividend on shares held 
by TFSA

– Dick pays a one-time penalty tax equal to 150% of the 
normal tax that would have been payable on the 
$1-million dividend if earned outside the TFSA

– The $1-million, however, could remain inside the TFSA 
and grow tax- free for life

– NEW RULES: $1-million of penalty tax payable 
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TFSA – Asset transfer transactions

▪ Effectively prohibit asset transfer transactions between 
TFSAs and other accounts by taxing at 100%
– Harry “sells” $5,000 of ABC shares (Bid $0.10, Ask 

$0.30) to his TFSA for cash, using $0.10 Bid price
– Harry subsequently “sells” shares from TFSA to his 

non-registered account, using $0.30 cent Ask price
– Result: $10,000 "gain" remains inside the TFSA
– NEW RULES: Entire gain of $10,000 taxed 

back
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U.S. Estate Tax Update

▪ Assume 
non-resident, 
non-U.S. citizen 
(“ALIEN”)

▪ U.S. situs property:
– U.S. real estate
– U.S. stocks

• NOT Cdn mutual
funds that own
U.S. stocks

• IRS Chief Counsel 
Advice 
(1/22/2010)
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2009 U.S. Estate Tax Rates

Source: BDO Dunwoody LLP, May 15, 2008
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U.S. Estate Tax Exemption / Rates
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Where are we now?

▪ December 2009 – U.S. House of Representatives 
approved Bill to extend
– 45% / $3.5 MM

▪ Rejected by U.S. Senate
– 45% / $5.0 MM

▪ Constitutionality of retroactive estate tax?
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Where are we now?
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Garron Family Trust (2009)

▪ Barbados trusts
▪ $450 million capital gain
▪ Residency of trusts

– IT 447 “Residence of a Trust or Estate”
– Thibodeau

▪ TCC: “where central management and control 
actually abides”
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Marechaux (2009)

▪ Leveraged donation tax shelter
▪ Produces "return on donation of up to 62.4%” 
▪ Supported by a tax opinion "from a firm of respected 

tax lawyers" 
▪ "subject only to a risk of challenge by the CRA" 

described as "slim”
▪ $100,000 donation = $30K cash + $80K 

“interest-free loan” (included $10K in fees)
▪ Was there a “gift”?
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Innovative Installation Inc. (2009)

▪ Innovative borrowed $220,000 from RBC
▪ “Key person” life insurance purchased on founder’s 

life
– Beneficiary was RBC (creditor)

▪ Death benefit paid directly to RBC
▪ Who “received” the proceeds of the policy?

– Is there a credit to CDA?
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Life insurance – “Holdco” & “Sub”

▪ New CRA position (December 23, 2009) – shareholder 
benefit conferred on holdco by subco

▪ Jan 1, 2010 for new policies, 2011 for existing 
policies

HOLDCO

SUB Policyholder & pays 
premiums on life of Mr. A

Beneficiary 
& receives death benefitMr. A

100%
100%
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Bilodeau (2009)

▪ Financial advisor purchased two $1 million UL 
policies

▪ Life insurance commissions ($43,000) on advisor’s 
own policy

▪ Taxability
– Interpretation Bulletin IT-470R, “Employees’ fringe 

benefits”
– Paragraph 27 - “Discounts on Merchandise and 

Commissions on Sales”
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Li (2009)

▪ Financial advisor deducted various employment 
expenses:
– Salary to assistant/husband ($14,000)

• Form T2200 inconsistencies
– Commissions on sale of own life insurance policy 

($7,000)
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Rupprecht (2009)

▪ Financial advisor deducted:
– Costco membership fees
– Clothing ($8,400 in “suitable clothing”)
– RRSP penalties for exceeding foreign content limit
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Renaissance Funds – Advisor site
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trademarks of CIBC Asset Management Inc. 




