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YEAR END TAX PLANNING 

1. Pay donations and medical bills as well as moving costs, investment fees and carrying charges before the yearend to 
deduct in 2006. 

2. Contribute to RRSP by March 1, 2007 to deduct in 2006. 

3. Realize capital losses by mid December so you may carry them back to recover tax paid on capital gains in the prior 
three years.  This may be beneficial if you have losses on income trusts. 

4. Defer capital gains to 2007 to defer the tax until 2008.  It is more important to have the capital gain so deferral may not 
be the best financial decision. 

5. Consider reasonable bonuses to family members, where possible.  Proof of payment is essential. 

6. For those turning 69 in 2006, the RRSP contribution must be made in 2006, unless it is to a spousal plan and the 
spouse is under 69. 

7. Anyone turning 69 during 2006 must convert their RRSP to a RRIF by December 31, 2006 

8. Defer mutual fund purchases to 2007, as mutual funds usually declare their distributions (taxable) in December. 

9. Commencing 2006 the pension income credit has been increased from $ 1,000 to $ 2,000, so depending on ones tax 
situation, it might be advantageous to increase the 2006 pension income. 

 

CANADA PENSION PLAN  

1. The 2007 rates and amounts compared to 2006 are: 
    2007    2006 

Rate – employee    4.95%    4.95% 

 - self-employed 9.9% 9.9% 

Base amount $ 43,700.00 $ 42,100.00 

Maximum cost - employee $ 1,989.90 $ 1,910.70 

 - self-employed $ 3,979.80 $ 3,821.40 

Base deduction  $ 3,500.00 $ 3,500.00 

2. An employee receives a tax credit for the CPP paid.  The maximum cash value of the credit for 2007 is about $ 438 
($ 420 for 2006). 

3. A self-employed person receives a tax deduction and a tax credit for the CPP paid.  The maximum cash value of the 
credit for 2007 is the same as for an employee.  The maximum cash value of the deduction ranges from $ 438 to $ 923 
for 2007 depending on ones taxable income. ($ 420 to $ 886 for 2006) 

 
EMPLOYMENT INSURANCE 

1. The 2007 rates and amounts compared to 2006 are: 
    2007    2006 

Rate (per $ 100 of wages) $ 1.80 $ 1.87 

Maximum insurable $ 40,000.00 $ 39,000.00 

Maximum cost - employee $ 720.00 $ 729.30 

 - employer $ 1,008.00 $ 1,021.02 
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CRA INTEREST RATES 

1. The interest rates used to calculate charges and credits for the first quarter of 2007 and the fourth quarter of 2006 are: 

    2007    2006 

Charged on taxes 9% 8% 

Paid on refunds 7% 6% 

Charged on interest free loans 5% 4% 

 

 

TAX SHELTERS 

1. The Canada Revenue Agency (CRA) is warning Canadians of the financial risks associated with participating in 
certain tax shelter gifting and donation arrangements, including gifting trust arrangements, leveraged cash 
donations, and buy-low, donate-high arrangements.  

The CRA is currently auditing many gifting arrangements and has completed a number of such audits. 

The CRA generally has three years from the date of assessment to reassess taxpayers and these audits can take 
over a year to complete. 

 

 

ACCEPTABLE TAX SHELTERS 

1. Flow-through shares are an acceptable tax shelter. 

2. They are usually available in the spring and the fall. 

3. If you are considering such an investment it is recommended that you check the track record of the issuer. 

4. This type of shelter is only worthwhile for those with taxable income over approximately $ 75,000. 

5. The deduction for income tax purposes in the year of purchase is approximately 100% of the purchase price. 

6. Generally, about two years later the investor receives units in a mutual fund which may be sold to realize a capital gain, 
which is one-half taxable. 

7. The hope is that you receive your original investment back, but you only pay tax on half of that amount, compared to 
the tax deduction based on 100% of your investment. 

8. The risk is that the underlying investment at the time of sale is not high enough for this to work. 

9. Flow-through tax shelters are an investment in energy or mining. 

 

 

DONATING APPRECIATED SECURITIES 

1. With proper planning, you can reduce your total income tax liability and maximize the value of your donation. 

2. In an effort to increase charitable donations, the federal government has eliminated the capital gains tax on donations 
of publicly traded securities to public charitable organizations. 

3. For donations in excess of $ 200 the tax credit is calculated at the top marginal rate regardless of the marginal rate of 
the person claiming the credit. 

 
 
 
 

The information herein is provided for your general information and action should not be taken on the basis of this information 
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.  We welcome any and all suggestions for future newsletters. 


