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We are fully computer-
1zed and can prepare
your tax return while
you wait & have it deliv-
ered to the taxation data
centre by courier the
next day.

101 Guelph St., Georgetown
877-2217

ONLY © MORE WEEKS TO FILE YOUR CLAIM

SMART AT AVOIDING

INTEREST ON TAX

This article discusses the administration of
the Canadian Income Tax Act. It is about inter-
est the Government charges on overdue tax

payments.
Why the Government Charges Interest

A few years ago, individuals who had out-
standing debt on which they made non-
deductible interest payments could finance it at
the expense of the Government. They could do
this because the amount of interest charged by
the Government on outstanding taxes was gen-
erally lower than rates obtainable elsewhere.
Therefore taxpayers made sure they paid their
debts before paying their-taxes.

When Tax Payments are Supposed to be Made

When tax is withheld from three-quarters or
more of your income for a year, you must pay
the balance of your taxes owing by April 30 of
the following year. If this is not the case, you
must generally make instalment payments on or
before March 15, June 15, September 15 and
December 15 in the taxation year in which the
Income arises. Instalment payments need not be
made where you owe less than $1000 in taxes
for the year or for the immediately preceding
year. The amount of instalments that you must
pay may be calculated based on either the
amount of taxes that you had to pay last year or
your estimate of taxes for this year.

You Have to Pay Interest When

The Receiver General charges you interest on
unpaid taxes from the day the payments are
due. To determine interest on instalments he
bases this calculations on the amount of tax
payable for the previous year or the amount
owed for the year in question, whichever is less.

He will charge interest on instalment pay-
ments from the day they are due until either the
time they are paid or April 30 of the following
year. From April 30 onward he charges interest
on the balance of any tax owing for the year.
The interest charges are compounded daily, and

TAX
SERVICES

Member Company of Investors Group

* Tax Preparation
Business-Farm-Personal
* Mloney back
Express refunds in days!
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21 Nelson St. W. - Brampton
also in Zellers - Georgtown

Call
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873-9619
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454-8455
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H&R BLOCK

THE INCOME TAX SPECIALISTS
1/2 PRICE SPECIAL!

We welcome new clients to our community:.
Just bring us your copy of your 1990 tax
return (done by your accountant), and we will
prepare your 1991 tax return at half their fee
(or less!).

- Fully computerized

7 James Street
Downtown Georgetown

even though the Government stops charging
interest on instalments as of April 30 of the fol-
lowing year, if the debt remains outstanding, it
continues to charge interest on any unpaid
Interest.

The Prescribed Rate Plus

Interest is charged at the prescribed rate. The
rate is based on the average equivalent yields of
Government of Canada treasury bills sold at
weekly auction during the first month of the
preceding quarter. Once the rate is determined,
it 1S increased by 2%. Therefore, if the avera ge
equivalent yield on the bills is 10% for the
month of January, the prescribed rate for the
quarter from April to June will be 12%.

Unfortunately, the Government decided the
additional 2% increase in the prescribed rate
was not enough to ensure that people pay their
instalments on time. To make non-payment
more expensive, they decided to charge a penal-
ty of an additional 50% of the interest otherwise
owing on unpaid instalments. Where, for exam-
ple, you did not pay your instalments on time
and the prescribed rated was 12%, you would
have to pay a total of 18% interest on the unpaid
amounts. The penalty is only charged on the
interest exceeding the greater of $1000 and 25%
of the interest that you would have had to pay if
you made no instalments for the year. Of course
neither the interest nor the penalty owing with
regard to the tax payments is tax deductible.

The lesson in this is clear. It is no longer
worthwhile to postpone paying instalments or
even balance of tax payments. Taxpayers are
better off borrowing funds at lower rates to pay
off their debt to the Government on time. Now
if we cold only get the Government to be as
punctual in paying off its debts...

The implementation of any tax saving strate-
gy is based on your personal financial situation.
Professional advice should be obtained before

implementing any of the suggestions contained

herein.
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Daniel
Varanelli

Certified General Accountant

* Personal And Business
Tax Returns

* Financial Statement
Preparation

* Accounting and
- Bookkeeping Services

COMPUTERIZED, FAST & ACCURATE

Now located at
76 YOUNG STREET, ACTON

(519) 853-4311

TAX RETURNS
PREPARED
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Tax Planning & Consultation
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Do YOU Have
Questions
about your 1991

INCOME TAX RETURN?

Goebelle * MacAdam
* Alexander

WE HAVE THE ANSWERS
CALL US FOR CANADIAN &
U.S. TAX RETURNS

Chartered Accountants
In your community

37 Main St. S.
GEORGETOWN

877-5155
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