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Taxpayers will see a number of
changes to their returns for 1988,
pnmarily as a result of the first
phase of “tax reform”. But
Revenue Canada insists there's no
cause for alarm. Essentially, com-
pleting the return involves a
straightforward five-step process.

The five basic steps are: Step 1 -
identification; Step 2 - calculation
of total income; Step 3 - calcula-
tion of taxable income; Step 4 -
calculation of non-refundable tax

- credits; and Step S - summary of

lax and credits.
The T1 General Tax Guide,

~ available to all taxpayers, also fol-
lows this step-by-step and line-by-

tine approach. So, by following the
Guide carefully, most Canadians
should have no trouble completing
;hc'u' returns quickly and accurate-

y. .

Step 1 is simply basic informa-
tion aboiit your name, date of birth,
SIN number and so forth. It is ¢s-

- sentially unchanged from previous

years and you should have no
problem completing this step. .

Step 2 is calculation of total in-
come and this too is similar to pre-
vious tax forms. The employment

- expense deduction from previous

'years has been eliminated; this will
contribute to broadening the tax

. base, thus permitting the enhance-

ment of the basic personal credit.

- Maximum allowable child care
expense deduction will be in-
‘creased from $2,000 to S4,000 for

cach child age six and under and

for all children with special care
needs. | g

Step 3 - Calculation of taxable in-

Page ¢ - MONEY MANAGEMENT '89, Wednesda Y. February 8, 1989

88 return is ‘easier than

come 18 also familiar. It involves
listing all those deductions which
have not been converted to tax
credits in order to calculate your
net income and your taxable in-
come, Major itcms from this step
which have been moved to tax
credits are Canada-and Quebec
Pension Plan calculations, UIC
premiums and tuition fees. The
previous income and dividcad
deduction has been revised.

Other than these few changes,
your calculations (o arrive at net
income and taxable income will
follow much the same process as

in past years. Don’t be alarmed if

your taxable income figure is

higher than in previous years. Ital-

most certainty will be. But there
arc still the tax credits 10 come.

Step 4 - Calculation of total non-
Tcfundable tax credits is the key
ncw element in the new Lax return,
where you enter all those items
previously listed which have been
converted to tax credits. This oo is
quite straight forward if you fol-
low the item-by-item explanation
provided in your tax guide. |

The Guide will tell you what
amount you can enter for each
item. For example, the basic per-
sonal amount is $6,000, the age
amount (over65) is$3,236, and so
on. Then, when you have entered
all the amounts for which you are
cligible, you simply total them and
multply by a factor of your tothl
non-refundable ax credit.

There is one exception 10 this
process. This deals with charitable
donations or gifts to Canada or a
province. Here, the conversion

you thin

Step 4 - Calculation of Total Ndn-ﬁsfundable Tax Credits -

 Basec pessonal omuaunt Claim $8,000.00 300 -
i Age ament, if you wera born n 1923 or earhier [ you did not :
Jfecene the Oid Aye Secunty pension, anach 2 letier grving 1easons) Claim $3,238.00 |30 -
(Matied ariount (provide details on page 31 303 ®
i Amounis fur dependent cluldien (provide delails on page 3) 104 o
: Additanal personal amounts [attach comploted Schedule 6) 305 &
| Canada 0r Quabec Pension Plan contributions |
Contnbutions theough empioyment from Box (D) on all T4 shps (maxenum $ 478 00) 308 .« 3
| Cuntribution payable on geif-cmployment earmngs (Irom page 3) J10 e _
=2 Unesnployment lnsurance prenwsns trom Box (E) on all T4 slps (maxmom $ 69056 12 1 _|* ©
E  Ebgubla pengion mmcome amount {maxsmum $ 1.000) ' 114 @
{': Eigavdily anount for gell {clawm §3.23600) 118 @
= ! Disabiity amount lor dependant other than spouse Eh] ®
2 | Twtion fees for self (attach recapis) 320 ®
2 | Education amount for seil {attach form 12202 or 1220241 h 322 ®
E E Tuion Yees and aducanion amount transferred Tiom child [artach form Y2202 or T22024) 324 o
© | Armounts ransterred ltom spouse {attach completed Schedule 2) 328 Q
"é Medical expenses (aitach recepis and complete Schedule §) 330 ' i © .
E Subtract 3': of "Net income™ (ine 236 nbava) {maumum S 1.5007, I
' Allowoble portion of modrcal expenses | $ 332
- [ Add ines 300 to 326 inclusive and boe 332 (F THS AMOURT EXCEEDS THE AMDUNT AT UNE 240, SEE LNE 215° W GUXE) |36
Non-refundable tax credits - 17% of hne 335 or see Tax Table & astruchons in Guide — 38
Add Charitable donatons and gifts to Canada ot a pravince [attach receipts)
Chaniable donations (atthch completed Schedule 5) 340 @
Gitts te Canada. a3 province or gifts of culiwal peoperty 342 _ @
= Total Donations 344
On the {wst § 250 or less the credit at 17%)s 346
On 1he bolanco lhe credt at T9% 15 340

Total Non-Refundable (add imes 338, 348 and 348)

Tax Credits

(praceed (0 Step S on page 4)

i

350 -

Here's the fun part of your return. It shows the ¢

earnings.

factor to arrive at your tax credit is
17 per cent for the first $250 but
rises to 29 per cent for donations
above this level.

So now you have arrived at your
total of non-refundable tax credits.
It’s importart to note that “non-
refundable” means you may use
these tax credits to reduce your
federal income tax payable as far
as zero. But they cannot be used to
go beyond that point and actually
crcate a tax rebate,

Having determined the level -of

taxable income and the total of
non-refundable credits, we now
move to Step 5 - the Summary of
tax and credits, This o, is very
similar to previous years. You first
calculate your federal and provin-
cial tax payable, deduct any fur-
ther federal or provincial credits
that may apply and arrive at a final
figure indicating your tax refund
or balance due.

In calculating your tax payable,
you will note that the number of

‘credits” you pet to reduce the taxable pﬁrtinn of yﬁur

ra

from 10 in previous years, or effec-
uvely four for Ontario taxpayers.
Starting in 1988, the new brack-
ets and tax rates are 17 per cent for
the first $27,500, 26 per cent for
amounts from $27,501 to $55,000,
and 29 per cent on amounts more
than $55,001.This should make it
simpler for most taxpayers to cal-
culate their tax payable. Readjust-

- ment of tax brackets will also con-

tribute 10 the overall lowering of
federal” income tax that most

tax brackets has been reduced  Canadians will be required 1o pay.

‘Cannie Maes’ offer profit, liquidity, security,

"Cannie Maes"” are taking off like
gangbusters. They're the new Na-
tional Housing Act mortgage-back-
ed securities combining the
qualities of a government bond and
a direct investment in prime first
mortgages. e

They're now on the road to sales
of $2 billion, having passed the St
billion mark in October after less
than two years on the market, ac-
cording to John McDermid, mini-
ster of state for housing in the pre-

election government.

Issue term is for a minimum of
five years with no upper limit, and

residential first -mortgages with a

government guarantce of timely
payment of principal and interest
They’re traded over the counter, so
owncrs can offer them for sale at a
fatr market price at any time.

Cannic Maes arc also fully records; issuing certificates and
redeemable on maturity and month- - Statements and making payments to

ly payments start 45 days following investors,
the date of issuc in mid-month.

the coupon interest rate is deter-
mined by the market at slightly
higher -ratcs than for government
securitiecs of comparable
maturitics. - |

Additional information is available from
Joe O'Brien, Director, NHA Morigage-
Backed Secwrities Cenire, CMHC, 650

Lawrence Ave. W, Toronto, Ont. MGA 182

Guaranty Trust Co. is the central
| payor and transfer agent, holding

The MBS program was launched ' B
in January, 1987 and by October of
'88 had made 118 issucs averaging
$8,750,000. Units are traded like
govemment bonds on the over-the-
counter market in multiples of
33,000. They're both RRSP and

The mortgage-backed securities

are investments in pools of insured

RRIF eligible and there is no with-
holding tax for foreign investors o
Canadian expatriates.
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