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TAX TIPS

The standby charge is
calculated on the
vehicle’s original cost
regardless of its age.
If it is an older vehicle,
consider purchasing
the car from your
company.

If you are required to
make a business stop
between your home
and the office, the
entire distance
travelled  throughou t
the day may constitute
business rather than
personal use.

If your tax instalment
has been late or

deficient in the
previous quarters,
consider prepaying or
overpaying future

instalments. The CRA
will offset interest on
early or excess
instalments against
interest charged to
you in the same year.

PERSONAL INCOME TAX RATES — FOR 2005

(1) Approximate rates

22.0% on income up to $ 35,000

31.1% on income between $ 35,000 and $ 70,000
43.4% on income between $ 70,000 and $ 115,000
46.4% on income over $ 115,000

(2) The Federal and Provincial numbers do not agree any longer.
(3) For 2005 the indexing rates used were:

Federal 1.7% Provincial 1.9%
(4) The rates of tax are reduced for dividends and capital gains.

(5) The tax rate on capital gains is one-half of the above rates, as only 50% of capital
gains are taxable.

INFLATION RATE

(1) The governor of the Bank of Canada sees inflation topping 3%.

(2) Statistics Canada reported that a 20.1% increase in gasoline prices pushed the
overall inflation to an annual rate of 2.6% in August, up from 2% in July.

INTEREST RATES IN CANADA

(1) Ifinflation increases, the Bank of Canada will continue to increase interest rates.

(2) This will be positive for those who invest in Guaranteed Investment Certificates
(GIC's)

(3) This may be negative for those investing in stocks or trust units, depending on how
much interest rates rise.

(4) This may be negative for Canadian manufacturers exporting to the U.S. and other
Canadians doing business in the U.S.

CANADA REVENUE AGENCY INTEREST RATES
The following rates apply to the fourth quarter of 2005:
(1) Charge on overdue taxes, CPP and El.............coco it e 7%

(2) Paid 0N taX OVEIPAYMENTS. .. cuu it e et e e et e eere e s et e e e a e e ee e aenaeens 5%

(3) Rate for calculating taxable benefits for employees and shareholders
from interest free and low interest l0ans.............coociiii 3%

(4) These are the rates used throughout 2005




To avoid penalties, file
your return on time
even if you are unable
to pay the tax that is
owing at that date.
This way you will only
incur interest charges
on the balance.

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.

4607 Huron Street
Niagara Falls, Ontario
L2E 2H6

Telephon e: (905)356-4324
Fax: (905)356-0964

E-mail:
wm@watersmeredith.com

Website:
www .watersmeredith.com
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The maximum CPP for 2005 is based as:

Maximum Income Base $ 41,100
Exemption 3,500
Taxable 37,600
CPP Tax rate 4.95%
Maximum tax 1,861.20

The tax must be matched by the employer

A self-employed individual pays double the amounts for a rate of 9.9% to a
maximum of $ 3,722.40

The additional $ 1,861.20 payable by a self-employed person may be deducted
from taxable income. The first $ 1,861.20 is only available as a credit with a value
of about 22% or $ 4009.

AUTOMOBILE BENEFITS FOR 2005
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The taxable benefit is generally the total of:

- astandby charge for the year, and
- an operating cost benefit for the year.

The standby benefit is:

- 2% per month of the cost of the vehicle
- 2/3 of the cost of a leased vehicle

The 2005 operating cost benefit is 20¢ per km
There may be a reduction in the benefit if;

- the automobile is used more than 50% for business

- the personal use does not exceed 1,667 km for a 30 day period or 20,004 km
for a year

- amileage log is maintained

The standby charge may also be reduced if the individual is employed mainly to
sell or lease vehicles. The 2% may be reduced to 1.5% and the 20¢ reduced to
17¢.

If an employee reimburses the employer for all operating costs, there is no benefit
for operating costs. The 20¢ per km benefit may be reduced by the
reimbursement. The reimbursement must be paid within 45 days of the yearend.

The employer is required to add a benefit to the employee’s T-4

YEAREND TAX PLANNING

(1)

(2)
3)
(4)
()

(6)
(7)

Consider donations and medical be paid before the end of December to save tax
in 2005.

RRSP contributions must be paid by March 1, 2006 to deduct them for 2005.
Consider whether an RRSP contribution should be a spousal contribution.
Review investment portfolios for possible capital gains and loss matching.

Review 2005 income level to maximize the income subject to the low rate of tax
(approximately) 22% on taxable income up to $ 35,000. The Federal and
Provincial amounts are different.

Consider paying reasonable bonuses for employed family members.

Consider loans between spouses or adults and minor children for income splitting.




