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YEAR END TAX PLANNING

As usual, the December issue of Harvey, Lister
& Webb’s Tax and Business Update includes a
checklist for year-end tax planning. Not all
items will be applicable to all taxpayers, but
almost everyone should find some relevant tax
planning tools somewhere in the checklist. If
you have any questions as to whether or not
any items are relevant to your situation, please
drop into the office at 502 Ellis Street or contact
us at 250.492.8821 or info@harveylister.com.

TAX AND FISCAL POLICY COMMITTEE

Bob Harvey continues to serve on the Tax &
Fiscal Policy committee of the Certified General
Accountants Association of Canada. This
committee assists the association with defining
and presenting positions on taxation and fiscal
policy to the federal government.

The approach of the CGA
Association is a
recommendation to the

O federal government

i ﬁ l that they concentrate on

T - “% the fundamentals such
“\ as assuring that the
tax, interest rate and

regulatory structures do not
diminish our country’s ability to compete. We
also recommend the promotion of policies to
maintain low inflation and stable interest rates,
to support scientific research and promote its
commercialization, to provide modern physical
and social infrastructure and to dismantle
barriers to allow Canadian goods and services
to reach across provincial borders and foreign
markets.

>

A specific proposal suggested to the federal
government is the implementation of a Tax
Prepaid Savings Plan (TPSP - another
acronym to remember.) These plans would
allow the accumulation of savings on a tax free
basis, would assist to address the financial
responsibilities of an aging population and
would decrease tax avoidance which is a
growing problem. They would supplement the
existing RRSP and RESP plans, and our
association believes that they would be a
natural fit with Canada’s tax and fiscal policies.

The CGA Association is well received by federal
politicians and department of finance officials.

CAPITAL GAINS

Just a reminder that the calculation of capital
gains and losses on the sale of marketable
securities is becoming more and more difficult.
Many adjustments to the cost basis (ACB) must
be considered. A few points to remember are as
follows:

Don't forget to include the commissions
paid on purchases as part of your adjusted

cost basis
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CAPITAL GAINS, Continued

If you received dividends, consider whether
or not the amounts received include a
“return of capital” known as the ROC. If so,
the ROC must be subtracted from the cost
basis.

If you are trading in foreign securities, the
ACB must be determined by converting the
purchase price to Canadian dollars at the
exchange rate in effect when the purchase
was made. This may be many years ago.
(We can provide a list of historical
exchange rates if you cant find this
information.)

If your broker maintains a record of cost,
please consider the reliability of the figures
presented. The brokerage firms do their
utmost to assure accuracy, but sometimes
they don't have all of the necessary
information, particularly if you transferred
securities into your account some time after
their original purchase.

(By the way, we really appreciate the
assistance given to us every tax season by the
brokerage firms. They unselfishly and quickly
respond to hundreds, perhaps thousands of
qguestions from accountants every March and
April - A big Thank You from HLW.)

Now is a good time to review your portfolio to
see if you need to obtain additional information
to calculate an accurate adjusted cost basis.

Also, don't forget to consider realizing either
gains or losses, prior to December 31% if you
are carrying forward losses or gains.

RRSP UPDATE

Just a reminder that the 2004 RRSP
contribution limit is $15,500. The deadline for
contributions is sixty days after the end of the
year, or Tuesday, March 1, 2005. Please check
to see if you have a balance carried forward
from the prior year, and if so, don't forget to
deduct this in calculating your allowable
contribution.

You are permitted an over-contribution of up to
$2,000 but remember that if you exceed this,
you are subject to a penalty tax.

RRSP contributions are most valuable for those
in the higher tax brackets. If you are in a lower
bracket, you may still wish to make a
contribution for investment purposes. Because
you are not required to deduct contributions,

you can carry them forward to future years
when you are in a higher bracket. As long as
you don't exceed your allowable contribution
limit, you are not subject to the penalty tax.

TAX TIPS

Here are a few more tax tips for your
consideration:

If you are self employed, you may deduct
50% of the cost of meals and
entertainment. The total amount must be
reasonable, and there must be a business
purpose for the expenditure.

You may also deduct the cost of meals if
you qualify under the moving expense
rules. To do so, you must

have moved at least forty

kilometres closer to a ‘
new school or job. v
The fifty percent "S
restriction noted v T
above does not apply x>

to meals incurred
during a move.

Self employed individuals may deduct the
costs of up to two conventions per year, as
long as they are held within an area
considered to be consistent with the
territorial scope of their organization. For
national  organizations, this includes
anywhere in Canada or the United States.

Individuals paying tuition for students
attending private religious schools are
entitled to a charitable donation receipt for a
portion of the school fees paid.

If you have been assessed penalties and
interest on a tax liability, you may be
entitled to relief under the fairness rules.
Consider if any of the following apply to
your situation:
o Incorrect information received from
the Canada Revenue Agency.

o Processing delays that resulted in
you not paying on time.

o Civil disturbances or disruptions
such as a postal strike.

o Disasters such as floods or fires.



TAX TIPS, Continued

0 Serious emotional or mental
distress caused by such things as
divorce or the death of a family
member.

0 Serious illness or accident.

The fairness rules are being changed to put
a ten year limit on their application. This
will come into effect on January 1, 2005, so
if you have any possible fairness issues
from the 1985 to 1994 taxation years, you
should apply for relief no later than
December 31% of this year.

Premiums paid for private health services
plans qualify for the medical expense tax
credit. These include the health portion of
travel insurance costs.

CAIS PROGRAM UPDATE
(Canadian Agricultural Income Stabilization
Program)

During the past year, many of the deadlines
under the CAIS Program were extended several
times. Some of the upcoming dates for all
farms to consider are as

follows:

2003 Crop Year

The deadline to open
a CAIS account
with your financial

institution and make
the necessary
deposit for 2003 and
2004 is March 31, 2005. This should be your
final requirement for the 2003 crop year. All
other information should have been submitted
by November 30, 2004 to allow CAIS to
calculate any claim that you may have for 2003.

2004 Crop Year

As noted above, the deposit deadline for 2004
is March 31, 2005. The next step for your 2004
crop year will be to file your 2004 income tax
return. It is our recommendation that your 2004
CAIS Supplementary Forms (which have a due
date of September 30, 2005) be prepared in
conjunction with your 2004 income tax return.
Doing this should speed up the process in case
your farm is eligible for a claim for 2004.

2005 Crop Year

The first step for your 2005 crop year will be to
select your protection level. The deadline for
this should be March 31, 2005. At some time in
the spring, CAIS will be sending you an Options
Notice showing your estimated 2005 reference
margins for this purpose.

Keep watching for updates; as CAIS progresses
with the implementation of their program, we
will undoubtedly see many more changes.

For further information on the CAIS program,
please contact your accountant at Harvey,
Lister & Webb Incorporated.

GOOD NEWS FROM THE COURTS

A recent court case dealt with salaries paid to a
spouse. Salaries of $24,000 in 1998 and
$30,000 in 1999 were found to be allowable. In
the words of the judge:

“She performed secretarial work with
respect to the records of clients that he
kept at his home. She attended to mailing
of Christmas cards and to purchasing
gifts for clients. She made contacts in
the community to bring her husband
clients.”

This is good news for two reasons; it indicates
that $24,000 to $30,000 is a reasonable
spousal salary and it legitimizes secretarial and
social duties.

If you are self employed and pay salaries to
your spouse, be sure to keep a record of the
work that he or she performs. A simple diary
listing the date, the work and the contacts made
could be invaluable if the reasonableness of the
spousal salary is ever questioned.

ShasoIs et

Here’s wi shing you a rel axing
hol i day season and a happy,
heal t hy and prosperous 2005



