
 

Family Caregiver Tax 
Credit 

 
The new Family Caregiver Tax 

Credit will provide tax relief to 
individuals who provide ongoing 
care and support for infirm  

dependent relatives, including, 
spouses, common-law partners 
and minor children. This 15%  

non-refundable tax credit is 
based on an amount of $2,000 
and will apply for the 2012 and 

subsequent taxation years.  
 
Caregivers may claim the benefit 

of this Tax Credit by claiming an 
enhanced amount for an infirm  
dependant under one of the 

following existing  
dependency-related credits: the 
Spousal or Common-Law Partner 

Credit, the Child Tax Credit, the 
Eligible Dependant Credit, the 

Caregiver Credit or the Infirm  
Dependant Credit.  Note that this 

tax credit is phased out based on 

the dependant’s income.  

 
The 2011 Federal Budget 
focused on providing tax 

incentives to low income seniors, 
families, firefighters and those 
planning home renovations. 

Children’s Art Tax Credit 
 
Similar to the Children’s Fitness 
Tax Credit, the Art Credits will 

allow parents with children  
under the age of 16 to claim a 
15% non-refundable tax credit 

based on an amount of up to 
$500 in eligible expenses per 
child per beginning in 2011. 

 
Eligible programs must be  
continuous in nature and  

generally must be: 
 

A weekly program lasting at 

least eight consecutive weeks  
 

Or  

 
A camp or day camp lasting 
five consecutive days.  

 

While 2011 began with much promise, sovereign debt issues, natural 

disasters, the arab spring, the US debt ceiling debacle, and slow to 

react European politicians, caused many to term October and 

November the winter of our discon-tents. While all of these issues  

resulted in global stock market volatility reminiscent of the 2008 credit 

crisis, at home Canadians are left with much to contemplate. Starting 

with a savings rate that is at a generational low and a personal debt 

ratio that is at a generational high. Clearly it is time to take control of 

our financial circumstances. This guide is intended to help with that 

endeavor.  

 

Tax Tips 

 Split income through 
the use of a spousal 
loan as the interest 
rate on the loan is still 
at an all-time low of 

1% . 
 
 
 If you have a younger 

spouse you can use 
their age to determine 

the minimum amount 
that you need to  

     withdrawal from your 
     RRIF. Employ this  
     strategy if you don’t  
     need the extra RRIF  
    income and don’t want   

     the extra tax bite. 
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Medical Expense Tax Credit 

(METC) for Other  
Dependants 

 
Prior to the 2011 budget a  

caregiver could only claim medical 

expenses of a “dependent” relative 

that exceeded the lesser of 3% of 

the dependant’s net income or an 

indexed dollar threshold ($2,052 

in 2011), to a maximum of 

$10,000. The budget removed the 

$10,000 limit on eligible expenses 

that can be claimed under the 

METC.  

 

Tuition Tax Credit  
Examination Fees 

 
The new budget introduces  
extending the Tuition Tax Credit to 
fees incurred for certain  

certification examinations.  
Specifically, all professional,  
occupational and trade  

examination fees are eligible, 
“where the examination is  
required to obtain a professional 

status or certification or license in 
a trade that is recognized by  
federal or provincial statute and 

allows the individual to practice 
the profession or trade within  
Canada.” 

 
Education Tax Measures  

Study Abroad 

Many programs at foreign 

universities are based on  
semesters shorter than 13 weeks, 
with the result that many  

Canadian students are denied tax  
recognition of education costs that 

would otherwise be eligible for 
the Tuition tax credit or to access 

to Educational Assistance 
Payments from a Registered  
Education Savings Plan (RESP). 

The budget suggests the  
reduction the minimum course 
duration requirement to three 

weeks. 
 

RESPs Asset Sharing 

Among Siblings 
 

The budget proposes to allow  

transfers between individual 

RESPs for siblings, without tax 

penalties and without triggering 

the repayment of Canada  

Education Savings Grants (CESG), 

provided that the beneficiary of a 

plan receiving a transfer of assets 

has not reached 21 years of age 

when the plan was opened. This 

measure will allow transfers of 

amounts between siblings where 

people other than parents or 

grandparents contributed to the 

plans, for example, uncles and 

aunts.  

 

Become a Volunteer  

Firefighter 

 

Budget 2011 announces a 15% 

non-refundable Volunteer  

Firefighters Tax Credit on an 

amount of $3,000 for volunteer 

firefighters. This credit is  

available to volunteer firefighters 

who perform at least 200 hours of 

service for their communities  
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Did you 

know that 

certain 

types of 

Volunteer 

activities 

entitle you 

to a tax 

Credit? 

Set up a 

RDSP if you 

have a child 

with a dis-

ability. Note 

that as of 

March 2010 

up to 

$200,000 can 

be  

transferred 

from your 

RRSP or RRIF 



 

duties as volunteer firefighters will 
be able to choose between the new 
tax credit and continuing to be  

entitled to the existing tax  
exemption of up to $1,000 for 
honoraria. 

 

Extension of the  

Eco-Energy Retrofit Homes 
Program 

 

If you are planning a renovation 
this year the budget also includes 

an extension of federal  
government’s ecoENERGY home 
retrofit program, which could  

provide homeowners with  

upwards of $5,000 a year in  
federal grants to make houses 
more energy efficient. This  

program was originally set to  
expire by last April and has been 
extended to March 31, 2012. 

 

While the 2011 budget did not 

introduce significant changes to 

the income tax system, it does 

address some of the more  

complex planning strategies 

involving charitable giving and  

income splitting with minor  

children.  

Save with a Tax Free Savings Account (TFSA) 

The TFSA turns 4 years old in 2012, as a result Canadians who have not yet established a plan 

can now shelter up to $20,000 from tax on all types of investment income. For those who have 

set up a plan the opportunity now exists to contribute at least another $5,000 in 2012.  
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Plan eco-friendly 

renovations 

before March, 

2012 and save! 

 
Start Planning for 2012 

In 2010 our spendthrift neighbors to the south saved more than us for the first time in nearly 

twenty years. While some of this is the result of a poorer US economy coupled with a slow to 

recover job market, much of it has do with a gradual movement away from savings in favour of   

consumerism. To provide some historical context to this Canadians have traditionally been 

thrifty, and saved about 6.7% of income during the 1960’s amid an economy characterized by 

relatively low and stable inflation. Savings then increased dramatically during the 1970’s and 

1980’s peaking in 1982 at 20% and averaged 13.7% in the twenty five year period ending in 

1995. Since then the savings rate has dropped dramatically and now the more compulsive 

American consumer saves approximately 5.8% of their income versus 4.2% for the Canadian 

shopper. 

 

2012 should be the year that Canadians move the pendulum back to savings 
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While the TFSA was introduced in order to encourage Canadians to 

save, perhaps it should be used more as an investment  account in 

combination with A Registered Retirement Savings Plan (RSP). While 

both plans provide tax relief on investment income earned in the  

plan(s), amounts withdrawn from a TFSA are not subject to taxation 

while amounts withdrawn from an RSP are. 

 

“Should contributions be made to a TFSA or to an 
RRSP?” 

 
The answer to this query is of course that, contributions should be 

made to both savings vehicles, as it is high savings rates that drive 
both strong economies and households. If, however,  contributions can 
be made to only one plan, the following should be considered:  

 

Contribute to an RRSP if you are in a mid-to-high tax bracket now 
and foresee being in a lower one when you will need to generate  

     retirement income from your savings.  

Contribute to a TFSA if your income in your golden years will be  
     sufficient enough to impact social benefits such as Old Age Security 
     (OAS) being clawed back.  

 

Changes to the Canada Pension Plan (CPP) 
 
Today most Canadians take different paths to retirement, and as a  
result a number of changes have been made to the Canada Pension 

Plan. These changes are being implemented gradually over a six-year 
period and began in January 2011, with full implementation in 2016. 

In 2012 these changes are: 

CPP retirement pensions will be higher if taken after age 65: 
 

Before the changes, CPP  retirement pensions increased by 0.5% for 
each month after age 65 (up to age 70) that contributors delayed  
receiving them. From 2011 to 2013, the Government will gradually  

increase this percentage from 0.5% per month (6% per year) to 0.7% 
per month (8.4% per year). This means that by 2013, if contributors 
start receiving their CPP pension at the age of 70, their pension 

amounts will be 42% more than if taken at age 65. In 2012 this rate 
is .64% per month 
 

CPP retirement pensions will be lower if taken before age 65: 

Before the changes, CPP retirement pensions were reduced by 0.5% for 
each month before age 65 that contributors began receiving them. 

Start Planning for 2012 

Save Strategically 
 

Strong 

households and 

economies are 

built on savings. 

Contribute to 

both a TFSA and 

an RSP. 
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From 2012 to 2016, the amount by which a contributor’s early pension will be reduced will  
increase from 0.5% per month (6% per year) to 0.6% per month (7.2% per year). This means 
that by 2016, if contributors start receiving their CPP pensions at the age of 60, their pension 

amounts will be 36% less than if taken at age 65. In 2012 this rate is .52% per month. 
 
Changes to the general drop-out provision 

Starting in 2012, the number of years of low or zero earnings that are automatically dropped 
from the calculation of CPP pensions will increase. 
 

Starting in 2012, the percentage of low earnings will increase to 16%, which may allow up 
to 7.5 years of a contributor’s lowest earnings to be dropped from the calculation. In 2014, 

the percentage will increase to 17%, which may allow up to eight years of a contributor’s 
lowest earnings to be dropped. 

Elimination of the Work Cessation Test 

Starting in 2012, contributors can begin receiving their CPP retirement pensions without any 
work interruption. The elimination of the Work Cessation Test will make it easier for Canadians 

to make a phased transition to retirement. 

Introduction of the Post-Retirement Benefit (PRB) 

Starting in 2012, if contributors are receiving CPP retirement pensions and they choose to work, 
they could continue to make CPP contributions that will increase their payments through the 

PRB. The newly-created PRB will be comprised of contributions made while contributors are  
receiving their CPP retirement pensions. If they are under age 65, contributions will be  
mandatory for them and their employers. If they are age 65 to 70, contributions will be  

voluntary (their employers will have to contribute if they do). People between the ages of 60 
and 70 who make these contributions may begin to receive the PRB the following year. 

Save with an RSP 

Changes to the CPP continued 

The Wealth Consultant 

2012 is a leap year and as a result February 29th is the last day to contribute to an 
Registered Retirement Savings Plan (RSP). Despite the RSP plans notoriety as Canada’s 

oldest and best known savings vehicle, Canadians, continued to underutilize it in 2010, as only 
26% of those eligible to make a contribution actually did. In addition as a result of Canada’s 
low savings rate there is now more than $600 billion in unused RRSP contribution room. No 

wonder Canada’s Finance Minister created the Task Force on Financial Literacy in the 2009 
federal budget.  
 

While investment income earned in an RSP is not taxable while held in the plan, amounts  
withdrawn from the plan are taxable to the annuitant or to the annuitants spouse in the case 
of a spousal plan where contributions have been made to the plan in any of the last three  

calendar years.  
 
While earnings are allowed to grow on a tax deferred basis in an RSP, perhaps the reason that 

most contribute to the plan are the tax deductions associated with the contribution.  

Page 5 



 

In 2011 the tax savings associated with contributions to an RSP are 
roughly (will vary by province) as follows: 
 

  
Create RSP Contribution Room 
 

RSP contribution room is created through earned income which does 
not include investment and annuity income as well as private or public 
pension income. As a result of these exclusions to the calculation of 

earned income many retirees who are still under the age of 71 find it 
difficult to contribute to an RSP. For those retirees who could still  
benefit from making an RSP contributions, consideration may be given 

to these earned income creation strategies. 
 

Defer stock options to future years after retirement as income  

     derived from these incentive plans are treated as employment  
     income 

Consider establishing a rental property as net rental income is  

     classified as earned income 
Consider carrying forward RSP contributions to years when our  

     earned income will be minimal 

 
For 2011 the maximum RSP contribution room is $22,450 rising 
to $22,970 in 2012. 

 

Split income with a Spousal RSP 

 
As withdrawals from all registered plans are taxable,  
minimizing the tax associated with the withdrawal should be the goal of 

all savers. One of the best ways to accomplish this is through the use of 
a spousal RSP, which allows a spouse in a higher tax bracket to allocate 
a future tax liability to a spouse in a lower tax bracket.  

 
While Canadians have been able to split pension income with their 
spouse’s since 2008 they can only split income from a RRIF or from an 

RSP annuity provided the recipient spouse is over the age of 65. Thus 
for those Canadians who plan to retire or semi retire before normal  
retirement age, spousal plans can still be advantageous.    

Save with an RSP 

Save Strategically 
 

If you are over 

age 65 & do not 

have income 

from a pension 

convert some of 

your RSP to a 

RRIF to take 

advantage of the  

$2,000 pension 

credit. 

Tax  Savings Income 

24% $10,527-$42,000 

36% $42,000-83,000 

41% $83,000-$129,000 

45% Over $129,000 
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Higher Payroll Taxes 
 
With the dawning of a new year comes the biggest increase in payroll taxes since 2002.  

Employees will pay a combined (or both EI and CPP) $3,147 in 2012 up from $3,004 in 2011. 
while employers will pay over $3,483 in 2012 up from $3,319 in 2011. Combined these payroll 

tax increases have risen  by 4.84% on a year over year basis.  
 

Tax Bracket Increases 
 
Tax brackets increase with inflation and CRA has set the inflation rate for 2011 at 2.8%. As a  
result Canada’s federal tax brackets have increased for 2012 accordingly as follows:  

            
 

Changes to the treatment of Dividend       

 
The federal dividend tax credit gross up amount has been reduced from 41% in 2011 to 38% in 
2012. Correspondingly the Dividend Tax Credit has also been reduced from 16.44% in 2011 to 

15.02% in 2012. These changes mean that Canadians earning more than $132,406 will now pay 
approximately 19.29% in taxes on eligible dividends paid in non registered investment  
accounts. 

 
 

 
 

 
Did you know that? 
 
In 2005 the federal government eliminated the 30% foreign content restriction associated with 

investing in Registered plans such as RSPs and RIFs. Despite the elimination of this restriction 
Canadians continue to have a home country bias when it comes to investing as most investors 
plans continue to hold mostly domestically based investments. While this home country bias has 

certainly benefited ethno-centric Canadian investors over the past 20 years, other  
economies are not catching up and surpassing Canada’s resource and materials based  
economy.  

Start Planning for 2012 

The Wealth Consultant 

 2011 2012 

Basic Personal Exemption $10,527 $10,822 

15% Up to $41,544 Up to $42,707 

22% $41,545-$83,088 $42,708-$85,414 

26% $83,089-$128,800 $85,415-$132,406 

29% Over $128,800 Over $132,406 

Tax Alert: The federal small business corporate tax rate remains at 11% in 2012 
on the first $500,000 of net income, while the general business rate falls to 15% in 

2012 from 16.5% in 2011 for net income above $500,000. 
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