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#1. You may include
premiums paid for private
health insurance in your
medical expense claim.

#2. You may be eligible
for El benefits for up to
six (6) weeks if you take
time off work to care for a
gravely ill or dying family
member.

#3. Taxpayers and their
spouses can apportion
the medical expenses
claimed on behalf of each
other to best minimize
their overall tax liability

#4. In

most cases,

ONTARIO HEALTH PREMIUM (OHP)
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There may be planning to reduce the OHP.

As the premium is based on taxable income, any available deductions will become
more important.

The possibility that premiums will rise in the future must be considered.

Ontarians were paying a Fair Share Health Care Levy. The tax remains as a surtax
but the name has been changed.

The employer health tax remains the same.

There are large increases in Provincial health care costs annually, and this is
unlikely to change.

Revenue from this tax is not likely to grow as fast as health care costs.

DEDUCTING MEDICAL EXPENSES
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The medical credit available to all Canadians does not apply to expenses that are
less than 3% of net income, or less than $1,769 for those in Ontario with a net
income greater than $58,967 a year.

Only amounts in excess of the income threshold qualify for a combined federal and
Ontario tax credit of 21.6 percent, which is less than the value of a tax deduction
for anyone with more than $35,000 of taxable income.

Until a few years ago the self-employed could not deduct private health service
plans. The 1998 federal budget said those who earn all but $10,000 a year from
self-employment are eligible to deduct the cost of a private health services plan,
under a few conditions.

To be deductible, a plan must be purchased from a third party normally in the
business of selling insurance or offering trust services. Equivalent coverage must
be extended to all permanent, full-time employees. At least half of the employees
must not be related to the business owner, or the maximum deduction would be
limited to $1,500 for each individual and spouse, and $750 for each child.

COST OF THE PROVINCIAL HEALTH PREMIUM

)

An individual paying the $900 maximum must earn $1,679 to pay the tax. e.g.
Income of $1,679 at the highest personal marginal tax rate of 46.4% nets $900 to
pay the new premium.




medication must  be
prescribed by a registered
physician or dentist and
recorded by a qualified
pharmacist to be eligible
for the medical expense
tax credit.

We welcome your
comments on this
newsletter as well as
suggestions for future
topics.

The information herein
is provided for your
general information and
action should not be
taken on the basis of this
newsletter, but only on
the advice of your own
individual advisor,
applying this advice to
your individual situation.
Please call if you have
any questions.
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(2) Approximate income needed to cover the new premium:

Income Income Marginal Net to pay
Level Needed Tax Rate Premium
$30,000 $375 20% $300
50,000 850 30% 600
75,000 1,325 43% 750
120,000 1,679 46% 900

HEALTH CARE TAXES

(1) We had a Fair Share Health Care Levy as a surtax on Provincial income tax.
(2) The surtax remains. The name of the levy has been changed.

(3) Employer Health Tax is paid by employers on payroll over $400,000 annually at a
rate of 1.95%.

(4) The new Provincial health premium is payable by individuals with annual income
over $20,000.

(5) As health care spending is growing, further increases in the premium may be
expected.

TAXPAYER PROTECTION PLEDGE

“I, Dalton McGuinty, leader of the Liberal Party of Ontario, promise, if my party is elected
as the next government, that | will not raise taxes or implement new taxes without the
explicit consent of Ontario voters, and not run deficits”.

FEDERAL BUDGET AT March 2004

We did not issue a prior memo on this because of the Federal election.

CAPITAL COST ALLOWANCE — COMPUTER

(1) The Federal Budget in March 2004 allowed for a faster write-off on computers to
45% from 30%

(2) This was also in the Provincial Budget in May 2004.

COMPUTER UPGRADES

(1) One of the banks recently completed a computer upgrade with disastrous results.

The lessons learned are to do a sufficient number of quality assurance tests before
instituting the system and to ensure timing of the change is carefully considered. Had
the changeover been done on a Friday rather than a Monday, the programmers would
have had an opportunity to fix the glitches.




