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Income Split to Save Taxes

Yorkshire Enterprises Inc.
Located at: Knolcrest Centre

360 Guelph St., Unit 47
Georgetown, ON L7G 4B5

Call: 905-873-2697
Email: info@yorkshirent.com

www.yorkshirent.com

At Yorkshire Enterprises:
☛ Pick-Up & Delivery Available.  
     Call to arrange a meeting.
☛ Your return is completed by tax  
      professionals with more than 40    
      years of combined experience.
☛ You get our assurance of  accuracy   
      and maximum tax savings.
☛ Your return can be done while you wait.
☛ EFILE services are available.
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R. Scott Becksted, BES
Wealth Advisor

A Wealth of Investment Expertise in Halton Hills.
•Retirement Planning,

RRSPs, RRIFs
•Mutual Funds, Stocks,

Segregated Funds
•GICs, Bonds

•Fee-based Managed Accounts

ScotiaMcLeod is a division of Scotia Capital Inc., a member of the Scotiabank Group.

905-873-6640 or 905-796-5024
Toll Free: 1-800-263-2454   Fax: 905-450-6343 

scott_becksted@scotiamcleod.com
www.advisors.scotiamcleod.com/sbecksted

Barbara Byckowski
Investment Advisor, BBA, PFP, CFP

Email: barbara.byckowski@rbc.com
905-450-1850

With one month left before the April 30th 
fi ling deadline, it is likely too late to be 
thinking about tax savings solutions for 2009.  
However, it is not too late to ensure that you 
pay the least amount of taxes possible for 
2010.  With interest rates at historic lows, 
you may want to consider a loan to a family 
member as a way of splitting income with 
an individual in a lower income tax bracket. 
The borrowed funds can then be used by 
your family member to make investments  at 
higher rates of return than the interest rate 
on the loan.  The net income earned (after 
deducting the interest expense paid to the 
lender) will be taxed in the hands of your 
borrowing family member at their lower 
income tax rate, which can be a signifi cant 
saving to the family. 

Canadian tax law has complex attribution 
rules designed to reduce income splitting 
opportunities.  Generally, if you gift any 
capital or money to a family member your 
gifted capital will be transferred at the 
Adjusted Cost Base (ACB) at the time of 
transfer and may trigger a capital  gain or 
income to you immediately.  Any future 
investment income and capital gain on the 
eventual sale may be taxable in your hands. 

The way around attribution rules is to make 
an investment loan to a family member at the 
“prescribed interest rate,” then the gains or  
income the family member earns would not 
be taxed at the higher tax rate.

The Canada Revenue Agency (CRA) applies 
prescribed interest rates calculated quarterly 
and are based on 90-day Treasury bill rates, 
which are approximately 1%. In the case of 
the attribution rules, as long as the interest 
rate on the loan you make to a family member 
is not lower than the prescribed rate at the 
time of the loan, then the attribution rules do 
not apply. 

Not only should the invested funds generate 
a return at least equal to the interest expense 
in order to make the loan mechanism 
worthwhile, but your borrowing family 
member must also be able to pay the interest 
to you each year, so ensure that he or she has 
suffi cient cash available to pay the interest on 
your loan. 

Example:
Matthew has a signifi cant amount of savings 
and decides to use a prescribed 1% rate loan 
to split income with his wife, Angela.  Angela 
signs a promissory note for $100,000 with 
Matthew, payable on demand, interest to be 
paid annually.  Angela is able to generate a 
net return of 5%.  Matthew receives interest 
income of $1,000 from Angela.  Angela 
generates $5,000 of income, less the $1,000 
deduction, paid to Matthew.  Angela’s net 
income is $4,000.  Matthew, who is in the 
top bracket (46%)  is able to transfer a net of 
$4,000 to a lower tax bracket (21%) and save 
the family approximately  $1,000 in tax.

Prescribed interest rate loans are a tax 
effi cient method of income splitting to a 
lower income family member, reducing tax 
and improving your family’s overall fi nancial 
growth. 

 If you would like to know how we can 

help you pay less tax this year or in the 

future, call us for a free, no obligation 

consultation and let our professionals 

work for you.  For more information or

to book an appointment please call 

Buttle and Tavano at 905-873-8837.

Article Submitted by: 

Joseph Tavano, CA, Partner

Buttle and Tavano Professional Corporation

*BUTTLE & TAVANO PROFESSIONAL CORPORATION*BUTTLE & TAVANO PROFESSIONAL CORPORATION
348 Guelph St. Unit 4, Georgetown348 Guelph St. Unit 4, Georgetown

905-873-8837905-873-8837 www.BTPC.ca www.BTPC.ca

Q: I am recently retired, how can my spouse and I 
benefit from pension income splitting?

A:      Since the introduction of the pension income splitting 
rules in 2007, many families have significantly reduced 

their total tax bill by allocating certain types of retirement 
income to their spouse who is taxed at a lower rate.  Please call 
me for a copy of my article which summarizes the pension 
income splitting rules and outlines key opportunities to be 
considered as part of your overall plan to draw upon your 
retirement income.
 The basic rules are as follows:
 Income splitting is allowed for eligible pension income 
received during the year.  In order to achieve the optimum 
results for you as a couple, any amount between 0% and 50% of 
the eligible pension income may be allocated to your spouse for 
income tax purposes.
 Only certain income is eligible to be split under the pension 
income splitting rules.  The type of eligible pension income also 
depends on the age of the person who is the primary recipient 
of the income.  In most cases, a primary recipient who is under 
65 years of age during the entire tax year will be able to split 
only the income that is paid to them directly from a pension 
plan.  A primary recipient who is at least 65 years of age during 
the tax year will have more types of income that are eligible to 
be split with their spouse.
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RBC Dominion Securities Inc.* and Royal Bank of Canada are separate corporate 
entities which are affiliated. *Member CIPF, ®Registered trademark of Royal Bank 
of Canada, Used under licence, RBC Dominion Securities is a registered trademark 
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TIME IS RUNNING OUT
TO FILE YOUR TAXES

To maximixe your refund and to reduce 
your stress . . . Let the Professionals at 

BTPC* Chartered Accountants
 help you prepare your taxes.

Links2Care offers transition-
al housing for homeless fami-
lies in Acton and Georgetown 
and we are seeking landlords 
willing to participate in this 
program.  

We are looking for two bed-
room apartments that would 
be suitable for families and 
it would be ideal if the utili-
ties were included in the rent. 
If you would like more details 
about this program please call 
Cathy, 519-853-3310.

Income tax clinics
During April, trained vol-

unteers from the Community 
Volunteer Income Tax Program 
are available at our Acton and 
Georgetown Links2Care of-
fi ces to complete income tax 
returns for lower income indi-
viduals. Singles with incomes 
up to $25,000 and couples with 
incomes up to $35,000 are eli-
gible and there is no charge for 
this service.  

For an appointment please 
call Brenda in Georgetown, 
905-873-6502 or Cathy in Ac-
ton, 519-853-3310.

Winter warmth help
The struggle to meet your 

fi nancial commitments can 
sometimes mean that you fi nd 
yourself a little short when the 
time comes to pay your Union 
Gas bill.  If you’ve had diffi cul-
ty paying this bill or are con-
cerned about making your next 
payment, Winter Warmth may 
be able to help.  

The Winter Warmth Pro-
gram is designed for low in-
come families and individuals 
living at or below the poverty 
line who have exhausted all 
other sources of fi nancial sup-
port.  Upon successful comple-
tion of the application process, 
the funds will be credited to 
your heating bill. 

To qualify for this assistance, 
low income households must 
be Union Gas customers and 
have bills that are in arrears or 
have recently received a discon-
nection notice. 

Links2Care works in coop-
eration with the United Way of 
Halton Hills and Union Gas to 
offer this program. To fi nd out 
more about applying for this 
assistance please call Cathy, 
519-853-3310.  

Links2Care seeks 
apartments for 
emergency situations
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