
january 2008  Advisor’s EdgE rEport  www.advisor.ca14

up to Speed: Tax changes
An overview of tax changes while going into rrsp season

Need a little tax 
tutorial before 
p lung ing  in to 
another RRSP sea-
son? Bring yourself  

up to speed on last year’s tax changes 
with this succinct overview. 

Tax BrackeTs and  
Personal Tax crediTs

On October 30, 2007, as part of  
the federal government’s “mini-
budget,” the Conservatives an-
nounced that the lowest bracket 
(income up to $37,178) would 
be dropped to 15% from 15.5%, 
retroactive to January 1, 2007.

There was also a continuation 
of  full inflation indexing of  the 
federal tax brackets. The updated 
brackets are as follows:
range rate

$0 – $37,178 15% 

$37,178 – $74,357 22% 

$74,357 – $120,887 26% 

$120,887+ 29% 

Note that the above rates are fed-
eral tax brackets; each province other 
than Alberta (which has adopted 
a flat tax) also has its own set of  
brackets, which may vary signifi-
cantly from the federal numbers.

 Maximum CPP contributions 
are $1,989.90, while the maximum 
employment insurance premium is 
$720. The year’s maximum pension-

able earnings (YMPE) is up $1,600 
to $43,700. The maximum annual 
RRSP contribution limit is up to 
$19,000 (from $18,000 in 2006). 

As part of  the mini-budget, the 
government announced that the 
basic personal amount, as well as 
the spousal or partner amounts, 
would be increased to $9,600 
from $8,929. 

The March 2007 federal budget 
introduced a new Child Tax Credit 

calculated on a base amount of  
$2,000 per child under the age 
of  18. The credit can be claimed 
on the 2007 tax return by either 
spouse or partner and is not 
income-tested. 

Pension sPliTTing
This is the first year that the new 
pension-splitting rules come into 
play that allow someone receiving 
pension income to split up to half  
of  that income with his or her 
spouse or common-law partner. 
This is accomplished using the 
new CRA Form T1032.

So, does this spell the end of  
spousal RRSPs? Not if  you still 
want to pension-split before age 
65.

resP changes
Last year’s federal budget also elim-
inated the annual RESP contribu-
tion limit and, instead, increased 
the lifetime limit to $50,000 per 
beneficiary (from $42,000) and 
increased the annual Canada Edu-
cation Savings Grant (CESG) by 
$100 to $500 per year per benefi-
ciary. If  the beneficiary has carry-
forward CESG room from prior 
years (retroactive to 1998), the 
maximum CESG that will be paid 
in one year is now $1,000.

rrsP deadline for  
clienTs Turning 71
The RRSP conversion deadline 
has been increased to age 71 from 
69. Individuals who turned 71 in 
2007 have only until December 
31, 2007, to make their final 
RRSP contributions. Since some-
one who turns 71 in 2007 must 
convert his or her RRSP either 
into a RRIF or an annuity by the 
end of  the year, this individual 
does not have the additional 60 
days to make his or her 2007 
RRSP contribution. 

donaTion Tax shelTers
Tax shelters are most heavily mar-
keted during the last few weeks 
of  the year, so caution your cli-
ents who may be approached by 
tax shelter promoters. Last sum-
mer, the CRA issued a warning 
about donation tax shelters, say-
ing, “If  it sounds too good to be 
true, don’t fall for it. Taxpayers 
need to know that the CRA is 
auditing all tax shelter gifting 
arrangements.”

To date, the CRA has audited 
over 26,000 individuals who have 
participated in these tax shelters, 
and, as a result, about $1.4 billion 
in claimed donations has been 
denied. The CRA will soon com-
plete audits of  another 20,000 
taxpayers, involving close to $550 
million in donations, and is about 
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Feds shut down a single-
ton-type tax planning 
arrangement, calling it 
“abusive.”

This advertisement contains forward-looking statements that involve risks and uncertainties. These statements reflect Citadel Group of Funds’ current expectations, but are
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are expected to be exchanged for shares of a newly created mutual fund. This tax-free rollover opportunity gives investors liquidity,
long-term growth potential and deferral of capital gains tax while they remain invested in the mutual fund corporation.
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$50 million. Management fees are 2% per annum of the partnership’s net asset value, paid monthly.

The selling concession is 4.25%. The expected closing is February 2008 (January business).

AGENTS: CIBC World Markets Inc., BMO Capital Markets, TD Securities Inc., National Bank Financial Inc., Scotia Capital Inc.,
Desjardins Securities Inc., HSBC Securities (Canada) Inc., Canaccord Adams, Blackmont Capital Inc., Dundee Securities Corp.,
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to begin auditing another 50,000 
taxpayers who have participated in 
tax shelter gifting arrangements. 

Be sure clients get independent 
legal and tax advice before investing 
in any new tax donation scheme. 

Beware the Singleton 
Shuffle
If  you’ve got clients who have used 

a Singleton-type plan to replace 
non-deductible debt with tax-
deductible debt, they may want to 

pay close attention to the March 
2007 General Anti-Avoidance 
Rule (GAAR) decision in Lipson 
(2007 FCA 113) where the Fed-
eral Court of  Appeal shut down 
a Singleton-type of  tax planning 
arrangement, calling it “abusive.” 
In October, the Supreme Court 
of  Canada granted leave and will 
hear the case on April 23, 2008. 
Stay tuned.

exerciSe caution with 
joint ownerShip
Clients who insist on re-register-
ing their accounts as “joint with 
right of  survivorship” with adult 
children ought to pay close atten-
tion to two recent Supreme Court 
of  Canada decision cases, Pecore v 
Pecore and Madsen Estate v Saylor, 
decided in May 2007. Each case 
involved a dispute about who was 

the “true” owner of  joint invest-
ment account assets. In each case, 
true ownership was called into 
question by survivors once the 
parent passed away.  AER

Jamie Golombek, CA, CPA, CFP, CLU, 
TEP, is the vice-president, Taxation 
& Estate Planning, at AIM Trimark 
Investments in Toronto. Contact jamie.
golombek@aimtrimark.com.                  

canadian money market, tax Bracket threSholdS

Source: Canada Revenue Agency
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  2008 2007

  ($) ($)

tax Bracket thresholds

taxable income above which the 22% bracket begins 37,885 37,178

taxable income above which the 26% bracket begins 75,769 74,357

taxable income above which the 29% bracket begins 123,184 120,887

personal Amounts and other Amounts Relating to Non-refundable tax Credits

Basic personal amount (See note below) 9,600 9,600

Age amount 5,276 5,177

Net income threshold 31,524 30,936

Spouse or common-law partner amount (See note below) 9,600 9,600

Amount for an eligible dependant (See note below) 9,600 9,600

Amount for children under age 18 (maximum per child) 2,038 2,000

Canada employment amount 1,019 1,000

infirm dependant amount 4,095 4,019

Net income threshold 5,811 5,702

Caregiver amount 4,095 4,019

Net income threshold 13,986 13,726

disability amount 7,021 6,890

Supplement for children with disabilities 4,095 4,019

Allowable child care and attendant care expenses 2,399 2,354

Maximum adoption expense amount (per adoption) 10,643 10,445

Medical expense tax credit—3% of net income ceiling 1,962 1,926

Refundable medical expense supplement

Maximum supplement 1,041 1,022

Minimum earnings threshold 3,040 2,984

Family net income threshold 23,057 22,627

old Age Security repayment threshold 64,718 63,511

  2008 2007

  ($) ($)

goods and Services tax Credit (gStC)

Adult maximum 242 237

Child maximum 127 125

Single supplement 127 125

phase-in threshold for the single supplement 7,851 7,705

Family net income at which credit begins to phase out 31,524 30,936

Canada Child tax Benefit

Base benefit 1,307 1,283

Additional benefit for third child 91 90

Family net income at which base benefit begins to phase out 37,885 37,178

National Child Benefit (NCB) Supplement

First child 2,025 1,988

Second child 1,792 1,758

third child 1,704 1,673

Family net income at which NCB supplement begins to phase out 21,287 20,883

Family net income at which NCB supplement phase-out is complete 37,885 37,178

Child disability Benefit

Maximum benefit 2,395 2,351

Family net income at which benefit begins to phase out 37,885 37,178

Child Special Allowance (CSA)

CSA base amount 3,332 3,271

Continued on page 14

tax shelters are most 
heavily marketed        
during the last few weeks 
of the year, so caution 
your clients. 

Visit www.phnadvisor.com — no registration required 
Or call us at 1-877-742-6465

Commissions, trailing commissions, management fees and expenses may all be associated with mutual fund investments.  Please read the prospectus before investing. 
Mutual funds are not guaranteed, their values change frequently and past performance may not be repeated.

Introducing the Advisor series
Our new trailer series (B) and F-series are now available.
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