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 FEDERAL BUDGET May, 2006 
 

GST 

Reduction to 6% from 7%, effective July 1, 2006 
 

Personal Income Tax Rate - Federal 

(1) The lowest rate applicable to individuals will be: 

 2005 - 15% 2006 - 15.25% 2007 - 15.5% 

(2) This applies on incomes up to $ 36,378 for 2006 and indexed thereafter 
 

Basic Personal Amoun t 

(1) This is the amount one may earn and pay no tax 

(2) 2005 - $8,648 2006 - $ 8,839 
 

Personal Amoun ts for Spou se 

2005 - $ 7,344 2006 - $ 7,505 
 

Canada Employment Credit 

(1) This is a new credit in recognition of work related expenses by employees.  It is a credit using the lowest Federal tax rates 
noted above. 

(2) The credits are based on:   

 2006 - $ 250 2007 - $ 1,000  
 

Tradesperson’s Tool Expenses 

(1) The cost of new tools acquired in excess of $ 1,000 up to a maximum of $ 500 will be deductible. 

(2) The employer will have to certify the tools are required. 
 

Textboo k Tax Credit 

(1) $ 65 per month will be eligible for a credit of the lowest Federal Tax rates for each month the post secondary school 
student qualifies for the full time education tax credit. 

(2) $ 20 per month for eligible part time students 

(3) Unused text book tax credits can be carried forward 
 

Scholarship and Bursary Income 

The budget provides for a full tax exemption on scholarships, fellowships or bursary income received in connection with 
enrollment in a program that entitles a student to claim the education tax credit. 
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Pension Income Credit 

(1) This is increased from $ 1,000 to $ 2,000 

(2) The credit is at the lowest Federal tax rate. 
 

Universal Child Care Benefit 

Effective July 1, 2006  $ 100 per month to all families with children under the age of 6 years.  These benefits will be taxable to 
the lower income spouse  
 

Tax credit for Public Transit Passes  

(1) The credit at the lowest Federal tax rate will be allowed on the cost of monthly, or longer, public transit passes. 

(2) Receipts must be kept. 

(3) This commences July 1, 2006. 
 

Donations of Publicly Listed Securities to Public Charities 

(1) The taxable portion of a capital gain is generally 50% of the gain. 

(2) The taxable portion of a capital gain on listed publicly traded securities donated to charitable organizations will be zero 
effective May 2, 2006. It was 25%. 

 
Large Corporation Dividends paid after 2005  

(1) The gross up of dividends paid to individuals will increase from 25% of the dividend to 45%. 

(2) The federal Dividend Tax Credit will increase to approximately 19% of the grossed up amount. 

(3) The result is an overall reduction in personal tax on these dividends  

(4) The Provinces have not yet changed their credits or gross up. 

 

Small Business Limit and Tax Rate 

(1) The amount eligible for the lower tax rate will increase from $ 300,000 to $ 400,000 for 2007 

(2) $ 400,000 is the same amount eligible for the low rate in Ontario. 

(3) The low rate currently is 13.12% federally 

(4) The federal rates are scheduled to be: 

 2007 – 13.12% 2008 – 11.5% 2009 – 11.0% 
 

Non Capital Losses - Corporation 

(1) Currently non-capital (business) losses may be carried back three (3) years and carried forward ten (10) 
years. 

(2) The ten (10) year carry-forward period is to be extended to 20 years. 
 

Federal Capital Tax 

(1) The tax is currently .125% on taxable capital in excess of $ 50 million 

(2) The Capital tax is to be eliminated for 2006. 
 

The information herein is provided for your general information and action should not be taken on the basis of this budget 
memo, but only on the advice of your own individual advisor, applying this advice to your individual situation.  Please call if you 
have any questions. 


