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2009 Personal Tax Highlights

I’ve included a few of the changes applicable to 2009.  Also, if you follow this link, you will be directed towards the various Ontario budget related programs. 

http://www.rev.gov.on.ca/en/notices/itrp/0109.html
By no means is this list totally inclusive.  Contact my office for further details.
1) Tax Free Savings Accounts (TFSA)

· Starting in 2009, Canadian residents age 18 or older will be eligible to contribute up to $5,000 annually to a TFSA, with unused room being carried forward.

· Contributions will not be deductible, nor will interest on funds borrowed to contribute to the TFSA

· Capital gains and other investment income earned in a TFSA will not be taxed. 

· Withdrawals will be tax-free.

· Neither income earned within a TFSA nor withdrawals from it will affect eligibility for federal income-tested benefits and credits.

· Withdrawals will create contribution room for future savings.

· Contributions to a spouse’s or common-law partner’s TFSA will be allowed, and TFSA assets will be transferable to the TFSA of a spouse or common-law partner upon death.

· Qualified investments include all arm’s-length Registered Retirement Savings Plan (RRSP) qualified investments.

· The $5,000 annual contribution limit will be indexed to inflation in $500 increments.

· Over contributions will be assessed penalties of 1% for each month that the excess remains in the tax free savings account.
2) Home Renovation Tax Credit (HRTC) (Only eligible for 2009)

The Home Renovation Tax Credit is a non-refundable tax credit  based on eligible expenses for improvements to your house, condo or cottage. In short, eligible expenses are those expenditures which are in relation to renovations to an eligible dwelling.  

· It can be claimed on your 2009 income tax return. It applies to work performed or goods acquired after January 27, 2009, and before February 1, 2010 under an agreement entered into after January 27, 2009. 

· The HRTC applies to eligible expenses of more than $1,000, but not more than $10,000, resulting in a maximum non-refundable tax credit of $1,350 [($10,000 − $1,000) × 15%].  

· If you do the work yourself, only the cost of the materials would apply for the credit.  If a family member does the work, the expenses are only eligible if that family member is a GST registrant.

Contact my office directly for a more details regarding eligible expenses, eligible dwelling or any other questions related to the HRTC.

3) HST/PST/GST

It is proposed to combine the 8% Ontario sales tax and the 5% GST into a single 13% value-added sales tax that would be federally administered, starting July 1, 2010.  

As part of the proposed sales tax reform, cash payments would be provided to Ontario tax filers, in each of June and December 2010, and June 2011.
Eligible families with income of less than $160,000 would receive 3 payments totalling $1,000.

Eligible individuals who earn less than $80,000 would get 3 payments totalling $300.

To qualify for the 2 payments in 2010, a 2009 tax return would have to be filed

To qualify for the 2011 payment, a 2010 tax return would have to be filed

4)  Home Buyer’s Tax Credit and Home Buyer’s Plan
For 2009 and subsequent years, the budget proposes to introduce a new non-refundable tax credit, based on an amount of $5,000, for certain home buyers that acquire a qualifying home after January 27, 2009 (i.e., closing after this date)

The HBTC is calculated by multiplying the lowest personal income tax rate for the year (15% in 2009) by $5,000. For 2009, the credit will be $750.

In additions, the amount that can be withdrawn from your RRSP’s towards the purchase of your first home has increased to $25,000.  The repayment period to your RRSP remains a period of 15 years, commencing the 2nd year after you made the withdrawal.
5) RRSP Deduction Limit
· 2009 RRSP Limit-$21,000

· 2010 RRSP Limit-$22,000

· Any unused contributions from 1991 to 2009 will be carried forward.  Please refer to your 2008 Notice of Assessment or contact our office to see what the amount of your RRSP carry forward is.   

· If you have over contributed more than $2,000 to your RRSP’s, a penalty of 1% per month of the over contributed amount may be assessed.  

Contributions applicable to your 2009 year end must be made by March 1, 2010.
6) EI for Self Employed Individuals
Starting January 2010, self-employed people can pay EI premiums, and qualify to receive certain EI benefits.  The legislation allows self-employed persons to pay EI premiums on a voluntary basis, in order to qualify for EI special benefits, including maternity benefits, parental benefits, sickness benefits and compassionate leave benefits.
You must enter into an arrangement with Service Canada starting January 31, 2010 and be enrolled in the program for at least one year before claiming benefits.

7) 2009 Filing Deadlines

Every year, the income tax and benefit filing season arrives quickly. In order to avoid penalties and interest, you have until midnight on April 30, 2010, to file your 2009 income tax return. 

· If you or your spouse or common-law partner carried on a business in 2009 (other than a business whose expenditures are primarily in connection with a tax shelter), you have until midnight on June 15, 2010, to file your 2009 return, but you still have to pay any balance owing by April 30, 2010.  Interest will start to accumulate as of May 1, 2010 for any unpaid balances.

· If you owe tax for 2009 and do not file your return for 2009 in times, CRA will charge a late filing penalty.   

The penalty is 5% of your 2009, amount owing plus 1% of your balance owing for each full month that your return is late, to a maximum of 12 months. If  charged a late-filing penalty on your return for 2006, 2007 or 2008 the late-filing penalty for 2009 will be 10% of your 2009 balance owing plus 2% of your 2009 balance owing for each month   that your return is late, to a maximum of 20 months.

8) CRA My Payment Account

You can now make your income tax, GST/HST, payroll remittances to CRA using their online services directly from your bank account.  

