THE

SMALLBIZ BUILDER

March 2019

PADGETT BUSINESS SERVICES®

Vol. 17, No. 3

This Month:



 Tax on Split Income
 Home Accessibility Tax Credit
 Claiming Automobile Expenses
Declare the Sale of Your Principal Residence!

Tax on Split Income
The Tax On Split Income (“TOSI”) rules came into effect in 2018 and are an incredibly complex set of rules given that
they apply to many small and medium sized businesses. The point of income splitting is to pay less tax by shifting income
to other individuals (generally family members) who are subject to lower tax rates. The TOSI rules will circumvent this
tax savings by applying the highest tax rate to the “split income” received by an individual. TOSI is not entirely new – it
used to apply to minors who received dividend income from private corporations. However, the new rules have expanded
what type of revenue is potentially subject to TOSI to include not only dividends, but interest and capital gains.
Furthermore, the individuals who are viewed as receiving “split income” are no longer just minors. The split income can
apply to any age. There are several exceptions to the TOSI rules and all business owners should be reviewing their
remuneration strategy with their Padgett advisors to determine what effect these rules could have on them and what
planning can be done to minimize taxes.

Home Accessibility Tax Credit
Certain renovation expenses can qualify for the federal Home Accessibility Tax Credit if they were made for an individual
who is either eligible for the Disability Tax Credit, or 65 years of age or older at the end of the year. The expenses need
to be paid for enhancing access or mobility in the home or reducing the risk of harm. These expenses can be paid on
behalf of yourself, or in some cases for certain dependents. A maximum of $10 000 per year in qualifying expenses can
be claimed at a tax credit rate of 15% for a maximum non-refundable credit of $1 500. The expenses should be of an
enduring nature and integrated into the home. In general, if the item purchased will not become a permanent part of
the home, it is not eligible. Of course, detailed invoices, agreements and receipts need to be kept should the Canada
Revenue Agency want to verify the claim. The expenses will not be reduced by any federal or provincial government
assistance provided. Examples of qualified renovations include grab bars and hand rails, walk-in bathtubs or wheel-in
showers, wheelchair ramps, widening doorways for wheelchair accessibility, or lowering existing counters and cupboards
among others. The expenditures may also qualify for the medical expense tax credit, and some provincial credits as well
(British Colombia, Ontario, New Brunswick, and to a lesser extent Quebec) – a potential double or triple claim!
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Claiming Automobile Expenses
One of the more common expenses claimed by taxpayers are
automobile expenses (applies to any motor vehicle such as van, bus,
pickup truck, station wagon, SUV or other truck). Many individuals use
their automobile for work or business and incur personal expenses in
doing so. It is important to note that only expenses of a business
nature are eligible as a deduction against their related income. As
such, the Canada Revenue Agency (CRA) has strict requirements in
ensuring that only business-related expenses are claimed. As a result,
the retention of automobile tax records becomes imperative for every
taxpayer that uses an automobile for work or business, so make sure
to use a kilometer log book.

Declare the Sale of Your Principal Residence!
Did you know that as of 2016, it has become mandatory to declare
the sale of your principal residence on your tax return? Failure to
declare the sale may jeopardize the principal residence exemption.
This exemption provides that any gain on the sale can be given taxfree status provided that it was your principal residence for all the
years that you owned it. You may only designate one principal
residence per year so if you own more than one property, some
planning might be required to optimize your tax savings. A property
may qualify as your principal residence for any year that you or
certain family members lived in the house.
As of 2017, it is now necessary to complete and file Form T2091 (or
T1255) in addition to declaring the sale on your return.
If you have sold a residence this past year, or did not declare a sale
in a 2016 or later year, contact your Padgett advisor.
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Padgett Business Services is dedicated to meeting the tax, government compliance, profit & financial reporting and payroll needs of businesses with fewer than 20 employees in
the retail and service sector of the economy. This publication suggests general business planning concepts that may be appropriate in certain situations. It is designed to provide
complete and accurate information to the reader. However, because of the complexities of the tax law and the necessity of determining whether the material discussed herein is
appropriate to your business, it is important you seek advice from your Padgett office before implementing any of the concepts suggested in this newsletter.

