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CHAPTER ONE SOLUTIONS

Solution to Assignment Problem One - 1

Note To Instructor If you are assigning this problem, note that only the first two answers can be found in
Chapter 1 of the text.

The circumstances under which a general provision of the /ncome Tax Act can be overridden are as follows:

1. In those situations where there is a conflict between the provisions of an international tax treaty and the Income
Tax Act, the terms of the international tax treaty will prevail.

2.  While court decisions cannot be used to change the actual tax law, court decisions may call into question the
reasonableness of interpretations of the ITA made by either the CRA or tax practitioners.

3. In some cases, a more specific provision of the Act will contain an exception to a general rule. For example,
while ITA 18(1)(b) does not allow the deduction of capital expenditures in computing business income, ITA
20(1)(aa) contains a provision that allows the deduction of landscaping costs.



Solution to Assignment Problem One - 2

Some of the possible examples of conflicts between objectives would be as follows:

1.

Revenue Generation And International Competitiveness The need to lower rates of taxation in order to be
competitive on an international basis is in conflict with the need to generate revenues.

Fairness And Simplicity In order to make a tax system simple, a single or small number of tax rates must be
applied to a well established concept of income with only a limited number of deductions or exceptions
available. This is in conflict with the goal of tailoring the system to be fair to specific types of individuals, such
as the disabled.

Revenue Generation And Social Goals The desire to provide funds to certain types of individuals (Old Age
Security) or to provide certain types of services (health care) may be in conflict with the need to generate tax
revenues.

Flexibility And Certainty To make a tax system flexible in changing economic, political, and social
circumstances, there must be some uncertainty.



Solution to Assignment Problem One - 3

There is obviously no one solution to this problem and, given this, we would not recommend that it be used as an
assignment that will be included in the student’s evaluation. However, we believe that it would be useful as a basis
for classroom discussion. We would also note that we do not present the following as a comprehensive solution. It
simply reflects some of the points that could be made with respect to the alternatives that are described in the text.
The list of characteristics is as follows:

e Equity Or Fairness

o Neutrality

e Adequacy

o Elasticity

o Flexibility

o Simplicity And Ease Of Compliance
o Certainty

o Balance Between Sectors

o International (Provincial in this case) Competitiveness

Alternative 1

The following comments could be made with respect to this alternative:

Adequacy The introduction of a provincial sales tax (PST) could provide adequate revenues to solve the
deficit problem.

Neutrality Whether a sales tax would be neutral would depend on its application. If it applied to all goods
and services, it could be considered neutral. However, if it provides exemptions for certain types of goods
and services (an exemption for basic food products), it would influence the allocation of resources.

Fairness As noted in the text, sales taxes of any type are regressive and this can be viewed as unfair to
lower income individuals.

Certainty Sales taxes make it clear to individual taxpayers the amounts that will have to be paid.
However, certainty can be compromised if the application of the sales tax involves numerous exemptions.

Ease Of Compliance Here again, it depends on how the tax is applied. If it applies to all goods and
services, compliance is not too difficult. However, compliance could become very complex if various
types of exemptions are available.

Alternative 2

The following comments could be made with respect to this alternative:
Adequacy, Neutrality, Fairness, And Certainty The comments on alternative 1 would be applicable here.

Ease Of Compliance The major advantage of this Alternative over Alternative 1 is ease of compliance.
When there is a separate PST, taxpayers will have to file both a GST return and a PST return. Note,
however, when a province chooses to apply HST to different items than those covered by the GST
legislation, compliance is made more difficult.



Alternative 3

The following comments could be made with respect to this alternative:
Adequacy Cuts in expenditures can provide for the required deficit reduction.

Ease Of Compliance As the subject of the cuts have little choice in the matter, compliance is not an issue.
However, implementation could present many problems for targeted organizations, particularly if the cuts
are not anticipated.

Fairness This alternative is targeted at the needs of students. This could be viewed as favouring older
individuals who are not participating in educational programs and/or do not have children involved in
educational programs.

Provincial Competitiveness University students have considerable mobility and could decide to search for
positions in the universities of other provinces. However, they may be faced with higher out-of-province
tuition, as well as the costs of living away from home. With respect to families with children in elementary
or high school, a decline in the quality of schools could discourage immigration to the Province.

Alternative 4

The following comments could be made with respect to this alternative:
Adequacy And Ease Of Compliance The comments on Alternative 3 would be applicable here.

Fairness The impact of this change would be broadly based. However, it could be viewed as being unfair
to those individuals with health problems. It is likely that the impact of cuts in health care would be felt
most by older individuals. There is an additional fairness question in terms of whether the current health
care system is adequately funded. If it is not, then the proposed cuts could be unfair to everyone with
health problems.

Alternative 5

The following comments could be made with respect to this alternative:

Adequacy It is likely that the introduction of progressive rates on individuals would assist with deficit
reduction. Note, however, that an offsetting factor could be that individuals are less willing to work more
when the result will be a higher rate of tax.

Ease Of Compliance As discussed in the text, progressive rates add complexity and encourage evasion.
Fairness Most analysts view progressive rates as being fair in that individuals with higher income will

have higher rates. The basis for this argument is ability to pay.

Alternative 6

The following comments could be made with respect to this alternative:
Adequacy Increases in corporate tax rates could contribute to deficit reduction.

Ease Of Compliance Given that corporate income tax is already in place, an increase in rates would not
add to compliance issues.

Balance Between Sectors This change would result in heavier reliance on the corporate income tax, as
compared to the amounts resulting from the application of the individual income tax. Without knowing the
current balance between these two sectors, it is difficult to comment on this change.

Provincial Competitiveness If the increase in the corporate tax rate results in a rate that is higher than
other provinces, the result could be some loss of corporate business in Alsaskatoba.



Alternative 7

The following comments could be made with respect to this alternative:

Adequacy Provided this fee did not discourage immigration to Alsaskatoba, this fee could help reduce the
deficit.

Fairness There is an argument, based on the fact that new immigrants use provincial resources, (e.g. health
care for example), that such a tax would be fair to the current residents of Alsaskatoba.

Provincial Competitiveness This fee will clearly discourage immigration, making it more difficult to
attract individuals from other provinces.

There are, of course, many other comments that could be made on all of these alternatives. We would also note that
there is another issue with respect to all of these alternatives. This is the question of political acceptability. If the
residents of Alsaskatoba have never had a sales tax, this alternative may not be acceptable, without regard to other
considerations.
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Practice Examination

Chapter 1 (Introduction)

Instructions To Students

Create An Examination Environment

Your text and the accompanying Study Guide provide you with a large number of Exercises
and Self Study Problems for which solutions are provided. These problems are designed to
assist you with understanding the content of each Chapter. In contrast, the goal of this Prac-
tice Examination is to allow you to evaluate your ability to write the examinations in your tax
course.

To get maximum benefits from this Practice Examination, you should write it under examina-
tion conditions. Itis designed asa 90 minute examination and it should be written within that
time constraint. You should make an effort to set aside 90 minutes of time during which you
will not be interrupted. You should also pick a location where you will not be distracted by
extraneous influences.

Materials To Be Used

The materials that you use while writing this Practice Examination should be consistent with
the materials that will be available during the examinations that you will be writing in your tax
course. These vary from course to course, and include the following possibilities:

« youmay be allowed to bringa copy of the Income Tax Act into the examination room,

- you may be provided with the list of “Rates and Other Data” that is found in the front
of your Canadian Tax Principles textbook and as a .PDF file on your Student DVD,

- you may be allowed to bring a “cheat sheet” with various notes into the examination
room, or

- you may be allowed to bring your Canadian Tax Principles textbook into the examina-
tion room.

You should determine, either from your course outline or directly from your instructor, which
of these approaches applies in your situation. You should write this Practice Examination
using only the materials permitted for your examination.

Types Of Questions

Different instructors use alternative types of questions on their examinations. This examina-
tion includes essay questions, true or false questions, and multiple choice questions.
However, the majority of the marks on this examination are allocated to problems that are
similar to the Exercises and Self Study Problems that are available in your Canadian Tax Princi-
ples text.

This content may not be consistent with the types of questions used by the instructor in the
course you are taking (e.g., an instructor might choose to have an examination that contains
only multiple choice questions, or only one comprehensive question). You should take this
into consideration when you are evaluating your results on this examination.

Canadian Tax Principles - Practice Exams and Solutions (2014/2015)



Practice Examination - Chapter 1 (Introduction)

Page 2

How To Use The Marking Guides

For each question on this Practice Examination, we have provided information as to how
marks would be allocated. Insome cases, this allocation is very straightforward. Forexample,
ifa 12 mark question consists of 6 multiple choice questions, 2 marks will be allocated to each
correct answer.

However, in other situations the allocation process is more complex. Consider, for example,
an employmentincome calculation that has 11 separate components (i.e., salary, RPP contri-
butions and so forth). If 15 grading marks were assigned to this problem, the marking guide
could assign 1.36 marks (15 marks divided by 11 components) to each line or, alternatively,
award more than one mark to some components. Both of these approaches can be awkward.

To resolve this problem, the marking guides that we provide in these more complex situations
will be based on “grading points”. In the preceding example, 11 grading points would be
assigned to this question — one for each component in the calculation. These “grading
points” would then be converted into the relevant mark. Continuingthe example, if you had 8
of 11 components in the calculation correct, this result would be converted to a mark as
follows:

[(8 + 11)(15%)] = 10.9%

[n the solution that we have provided for this Practice Examination, these grading points have
been identified with highlighting the appropriate number or word.

Canadian Tax Principles - Practice Exams and Solutions (2014/2015)
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Practice Examination On
Introduction To Federal Taxation In Canada

NOTE Since the material in this introductory chapter is quite general, this Examina-
tion is less challenging than the Examinations for subsequent chapters. However, we
suggest you make a serious effort to write this Practice Examination as it will improve
your ability to create an examination environment and understand how examinations
are marked.

Examination Content

The content of this examination, along with the marks and times for each question, are found
in the following table.

Time In
Question | Type Of Question Or Subject Marks | Minutes
1 Essay Question 10 9.0
2 Essay Question 10 9.0
3 Essay Question 10 9.0
4-9 True Or False Questions 9 8.1
10-16 Multiple Choice Questions 21 18.9
17 Net Income For Tax Purposes 40 36.0
Total 100 90.0

Question 1 (10 Marks)

The goods and services tax is assessed at a single rate, applied to certain specified goods and
services. Despite the use of asingle rate, this tax is criticized for beinga regressive tax. Whatis
a regressive tax? Explain how a tax that is assessed at a single rate can be considered
regressive.

Question 2 (10 Marks)

Describe the meaning of the term “person” as it is used in the Income Tax Act. Does this term
have a different meaning under the GST legislation? Provide one example of an entity that
would be taxable under the GST legislation, but not under the Income Tax Act.

Question 3 (10 Marks)

Your client, a government employee, would like to reduce his taxes. He is trying to decide
whether he should contribute $5,000 to an RRSP this year. He has an RRSP as does his wife, a
part time employee at a day care centre.

Briefly describe the basic goals of tax planning. What advice would you give your client
regarding his RRSP contribution? Explain your conclusion.

Canadian Tax Principles - Practice Exams and Solutions (2014/2015)
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Questions 4 Through 9 (9 Marks)

4.

Both corporations and trusts are required to file income tax returns.

True or False?
Partnerships, public corporations, private corporations, and trusts are required to file
income tax returns.

True or False?

The use of progressive income tax rates encourages tax evasion.

True or False?
If a tax system has horizontal equity, individuals in the same economic circumstances will
pay the same amount of taxes.

True or False?
If there is a conflict between an international tax treaty and Canadian tax legislation, the
Canadian tax legislation will prevail.

True or False?
Canadian citizens are required to file a Canadian income tax return, without regard to
where they currently live.

True or False?

Questions 10 Through 16 (21 Marks)
10. Which of the following is not a taxable entity for income tax purposes?

11.

12.

13.

A. Lyton Inc., a Canadian private company.

B. John Lyton, a Canadian resident.

C. Joan Lyton, a Canadian citizen, living in Tokyo, Japan.
D. The Lyton family trust.

Which of the following statements is correct?

A. A progressive tax system encourages individuals to work harder.

B. Tax expenditures are more costly to administer than program expenditures.
C. Inelasticity is a desirable feature of a tax system.

D. Regressive taxes are unfair to individuals with low incomes.

Which of the following tax reference materials is a legislative source?

A. Income Tax Folios.

B. International Tax Treaties.

C. Information Circulars.

D. Advance Income Tax Rulings.

With respect to taxation years, which of the following statements is not correct?

A. Individuals can choose to have a non-calendar fiscal year.

B. Corporations can choose to have a non-calendar fiscal year.

C. Testamentary trusts can have a non-calendar fiscal year.

D. Corporations can have a taxation year based on the calendar year.

Canadian Tax Principles - Practice Exams and Solutions (2014/2015)
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14. With respect to Canadian income taxes on non-residents, which of the following state-
ments is not correct?

15.

16.

A.

B.

C.

D.

Non-residents must pay Canadian income taxes on employment income earned in
Canada.

Non-residents must pay Canadian income taxes on capital gains arising on disposi-
tions of any Canadian property.

Non-residents must pay Canadian income taxes on business income earned in
Canada.

Non-residents must pay Canadian income taxes on gains resulting from the sale of
Canadian real property.

Fred Hopkins has employment income of $45,000, a business loss of $14,000, capital
gains of $20,000, capital losses of $12,000, and subdivision deductions of $3,000. Fred’s
Net Income For Tax Purposes is equal to:

A.
B.
C.
D.

$36,000
$50,000
$39,000
$32,000

Which of the following will always result in tax avoidance?

A.

B.
C.
D

Making contributions to a registered retirement savings plan.
Making contributions to an employer’s registered pension plan.
Making use of the lifetime capital gains deduction.

Making maximum capital cost allowance deductions.

Question 17 (40 Marks)

The following four Cases make different assumptions with respect to the amounts of income
and deductions of Ms. Salma Rizk for the current year:

Case A Case B Case C Case D
Employment Income $35,000 $33,000 $16,000 $28,000
Income (Loss) From Business ( 10,000) ( 39,000) 22,000 15,000
Income (Loss) From Property 12,000 14,000 (21,000) ( 36,000)
Taxable Capital Gains 42,000 36,000 32,000 21,000
Allowable Capital Losses ( 18,000) ( 42,000) ( 69,000) ( 27,000)

Subdivision e Deductions (RRSP) ( 4,000) ( 7,000) ( 5,000) ( 11,000)

Required For each Case, calculate Ms. Rizk’s Net Income For Tax Purposes (Division B
income). Indicate the amount and type of any loss carry overs that would be available at the
end of the current year.

END OF EXAMINATION

Canadian Tax Principles - Practice Exams and Solutions (2014/2015)
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Practice Examination Solution

Chapter 1 (Introduction)

Examination Summary
The marks you have received on each question can be added in the final column.

Total | Your
Question | Type Of Question Or Subject Marks | Mark
1 Essay Question 10
2 Essay Question 10
3 Essay Question 10
4-9 True Or False 9
10-16 Multiple Choice 21
17 Net Income For Tax Purposes 40
Total 100

Solution 1 (10 Marks)
A regressive tax is is one that is assessed at higher effective rates for low income individuals,
as compared to lower effective rates for high income individuals.

While the basic GST rate is the same for all individuals without regard to their income level,
lower income individuals normally spend a higher percentage of their total income. Since the
sales tax is levied on the amounts spent, this means that the sales tax paid by lower income
individuals represents a larger percentage of theirincome. Asa consequence, they are gener-
ally considered to be regressive in nature.

1 grading point for each highlighted item. Total 10
Your Mark = [(# of grading points + 10)(10%)] = ___%

Solution 2 (10 Marks)

Theterm “person” as used in the Income Tax Act refers to individuals, corporations, and trusts.

The term “person” in the GST legislation refers to anyone engaged in commercial activity.
While other answers are possible, a common example of an entity that could be subject to
GST, but not income tax would be a partnership.

1 grading point for each highlighted item. Total 5
Your Mark = [(# of grading points + 5)(10%)] = ___%

Canadian Tax Principles - Practice Exams and Solutions (2014/2015)
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Question 3 (10 Marks)
The basic goals of tax planning can be summarized as follows:

- Tax avoidance - To permanently avoid the payment of some amount of tax.

+ Tax deferral - To delay the recognition of certain types of income or accelerate the timing
of certain deductions.

+ Income splitting - To have a family or other related group’s aggregate taxable income allo-
cated as evenly as possible among the members of the group.

He should contribute the $5,000 to the spousal RRSP. By contributing to an RRSP he will be
deferringtaxes. By contributingto aspousal RRSP he isalso income splitting and there may be
possible tax avoidance if his spouse is taxed at a lower rate when the funds become taxable to
her.

1 grading point for each highlighted item. Total 7
Your Mark = [(# of grading points + 7)(10%)] = ___%

Questions 4 Through 9 (9 Marks)

4. True. Corporations and trusts are required to file income tax returns.
5. False. Partnerships are not required to file income tax returns.
6. True. Mostauthoritiesbelieve thatprogressive income tax rates encourage tax evasion.

7. True. Horizontal equity refers to individuals in the same economic position paying the
same amount of taxes.

8. False. The provisions of the international treaty will prevail.

9. False. Canadian income taxes are assessed on residents of Canada.

1 grading point for each correct answer. Total 6
Your Mark = [(# of grading points + 6)(9%)] =___%

Questions 10 Through 16 (21 Marks)

10. C. Joan Lyton, a Canadian citizen, living in Tokyo, Japan.

11. D. Regressive taxes are unfair to individuals with low incomes.

12. B. International Tax Treaties.

13. A. Individuals can choose to have a non-calendar fiscal year.

14. B. Non-residents must pay Canadian income taxes on capital gains arising on disposi-
tions of any Canadian property.

15.D. $32,000 [$45,000 + (1/2)($20,000 - $12,000) - $3,000 - $14,000]

16. C. Making use of the lifetime capital gains deduction.

1 grading point for each correct answer. Total 7
Your Mark = [(# of grading points + 7)(21%)]=___%

Canadian Tax Principles - Practice Exams and Solutions (2014/2015)
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Question 17 (40 Marks)

Case A
The Case A solution would be calculated as follows:

Income Under ITA 3(a):

Employment Income $35,000

Income From Property 12,000 $47,000
Income Under ITA 3(b):

Taxable Capital Gains $42,000

Allowable Capital Losses ( 18,000) 24,000
Balance From ITA 3(a) And (b) $71,000
Subdivision e Deductions ( 4,000)
Balance From ITA 3(c) $67,000
Deduction Under ITA 3(d):

Business Loss ( 10,000)
Net Income For Tax Purposes (Division B Income) $57,000

[n this Case, Ms. Rizk has no loss carry overs at the end of the year.

Case B
The Case B solution would be calculated as follows:

Income Under ITA 3(a):

Employment Income $33,000

Income From Property 14,000 $47,000
Income Under ITA 3(b):

Taxable Capital Gains $36,000

Allowable Capital Losses ( 42,000) Nil
Balance From ITA 3(a) And (b) $47,000
Subdivision e Deductions ( 7,000)
Balance From ITA 3(c) $40,000
Deduction Under ITA 3(d):

Business Loss (39,000)
Net Income For Tax Purposes (Division B Income) $ 1,000

[n this Case, Ms. Rizk has a carry over of $6,000 ($42,000 - $36,000) in unused allowable
capital losses.

Canadian Tax Principles - Practice Exams and Solutions (2014/2015)
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Case C

The Case C solution would be calculated as follows:
Income Under ITA 3(a):

Employment Income $16,000

Income From Business 22,000 $38,000
Income Under ITA 3(b):

Taxable Capital Gains $32,000

Allowable Capital Losses ( 69,000) Nil
Balance From ITA 3(a) and (b) $38,000
Subdivision e Deductions ( 5,000)
Balance From ITA 3(c) $33,000
Deduction Under ITA 3(d):

Property Loss ( 21,000)
Net Income For Tax Purposes (Division B Income) $12,000

[n this Case, Ms. Rizk would have a carry over of unused allowable capital losses in the amount
of $37,000 ($69,000 - $32,000).

Case D
The Case D solution would be calculated as follows:

Income Under ITA 3(a):

Employment Income $28,000

Income From Business 15,000 $43,000
Income Under ITA 3(b):

Taxable Capital Gains $21,000

Allowable Capital Losses ( 27,000) Nil
Balance From ITA 3(a) And (b) $43,000
Subdivision e Deductions ( 11,000)
Balance From ITA 3(c) $32,000
Deduction Under ITA 3(d):

Property Loss ( 36,000)
Net Income For Tax Purposes (Division B Income) Nil

As Ms. Rizk’s property loss exceeds the amount carried forward from ITA 3(c), her total Net
Income For Tax Purposes (Division B income) is nil. There would be a carry over of unused
non-capital losses in the amount of $4,000 ($36,000 - $32,000) and of unused allowable
capital losses in the amount of $6,000 ($27,000 - $21,000).

1 grading point for each highlighted item. Total 38
Your Mark = [(# of grading points + 38)(40%)] = ___%
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Client: Musician, Buddy-Chapter 4 Problem SIN: 527 000 061

T1Summary
2013 Tax Return Summary
Taxpayer personal information Spousal information
SIN 527 000 061 SIN 527 000 129
Name Musician, Buddy-Chapter 4 Problem Name Musician, Natasha
Care of Birthdate 1988-06-06
Street address 111 WWW Street Apt # Filing
P.O. Box, R.R. . . .. .
. Province of residence on 2013/12/31 British Columbia
City Vancouver .
Province BC Apply for. GST/HST credit? Yes . No
EFILE this return? Yes . No
Postal code V4H 3w4 Is return discounted? ] Yes No
Home phone (604) 111-1111 . )
. Use preparer address for: Notice of Assessment
Birthdate 1946-08-28 and Refund
Marital status Married
Total income
Employment income (box 14 on all T4 slips) 101 16,500(00
Total income 150 16,500(00 » 16,500|OO
Net income
Netincome 236 16,500]00
Taxable income
Taxable income 260 16,500|OO
Non-refundable tax credits
Basic personal amount claim $11,038 300 11,038|00
Age amount (if you were born in 1948 or earlier) (maximum $6,854 ) 301 6,854|00
Spouse or common-law partner amount (if negative, enter "0") 303 6,238|00
Amount for children born in 1996 or later
Number of children for whom you are not claiming
the family caregiver amount 366 5x$ 2,234 = 11,170|00 5
Amount for children born in 1996 or later = 11,170|00 » 367 11,170(00
Employment Insurance premiums from box 18 on all T4 slips (maximum $891.12 ) 312 301|95 e
Canada employment amount (see the guide) (maximum $1,117 ) 363 1,117{00
Caregiver amount 315 11,020(00
Disability amount transferred from a dependant 318 7,697|00
Medical expenses (attach receipts) 330 2,800]|00
Minus: $2,152 or 3% of line 236, whichever is less 495|00
Subtotal 2,305/00 30
Allowable amount of medical expenses for other dependants 331 1,125|00 31
Add lines 30 and 31. 3,430/00 » 332 3,430|00
Add lines 1 to 26 335 58,865|95
Multiply the amount on line 26 by 15% = 338 8,829|89
Total federal non-refundable tax credits: 27 and 28. 350 8,829(89
Refund or Balance owing
Total payable 435 0|OO o
Total income tax deducted (from all information slips) 437 500|00 e
Refundable medical expense supplement 452 857|50 e
Working income tax benefit (attach Schedule 6) 453 1,952|00 e
Tax paid by instalments 476 4,000/00 e
Provincial or territorial tax credits 479 150/00 e
Total credits 482 7,459|50 » 7,459(50
Total payable minus total credits | (7,459]50)|
Refund 484 7,459(50 e
2014 Estimated
GST/HST credit Annual 1,241]00 Quarterly 310/00
Provincial tax credit Annual 404|OO Quarterly 101|00
RRSP contribution limit 2,970|OO
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Protected B when completed
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Residency information for tax administration agreements
For more information, refer to the information sheet T1-BC10(E), Residency information for tax administration agreements
included in this tax package.

Did you reside in the Nisga'a Lands on December 31, 2013? Yes |:| 1
If yes, are you a citizen of the Nigsa'a Nation ?

Yes[ |1

No [X] 2
No|:|2

ix Elections Canada (see the Elections Canada page in the tax guide for details or visit www.elections.ca )

A) Are you a Canadian citizen? Yes X[ 1

Answer the following question only if you are a Canadian citizen.

B) As a Canadian citizen, do you authorize the Canada Revenue Agency to give your name, address, date of birth,
and citizenship to Elections Canada to update the National Register of Electors? Yes [X|1
Your authorization is valid until you file your next return. Your information will only be used for
purposes permitted under the Canada Elections Act, which include sharing the information with
provincial/territorial election agencies, members of Parliament, and registered political parties, as
well as candidates at election time.

No[ ]2

No[ ]2

Goods and services tax/harmonized sales tax (GST/HST) credit application
See the guide for details.

Are you applying for the GST/HST credit (including any related provincial credit)? Yes [X|1

No [ ]2

Please answer the following question
Did you own or hold foreign property at any time in 2013 with a total cost of more than

CAN$100,000? See "Foreign income" in the guide for more information. Yes D 1 No [X] 2

If yes, complete and attach Form T1135 to your return.
If you had dealings with a non-resident trust or corporation in 2013, see the "Foreign income" section in the guide.




Client: Musician, Buddy-Chapter 4 Problem SIN: 527 000 061
Protected B when completed 3

Your guide contains valuable information to help you complete your return.
When you come to a line on the return that applies to you, look up the line number in the guide for more information.

As a Canadian resident, you have to report your income from all sources both inside and outside Canada.

Total income
Employment income (box 14 on all T4 slips) 101 16,500|00
Commissions included on line 101 (box 42 on all T4 slips) 102 |
Wage loss replacement contributions
(see line 101 in the guide) 103 |
Other employment income 104
Old Age Security pension (box 18 on the T4A(OAS) slip) 113
CPP or QPP benefits (box 20 on the T4A(P) slip) 114
Disability benefits included on line 114
(box 16 on the T4A(P) slip) 152
Other pensions and superannuation 115
Elected split-pension amount (attach Form T1032) 116
Universal Child Care Benefit (UCCB) 117
UCCB amount designated to a dependant 185
Employment Insurance and other benefits (box 14 on the T4E slip) 119
Taxable amount of dividends (eligible and other than eligible) from taxable Canadian
corporations (attach Schedule 4) 120
Taxable amount of dividends other than eligible dividends,
included on line 120, from taxable Canadian corporations 180
Interest and other investment income (attach Schedule 4) 121
Net partnership income: limited or non-active partners only 122
Registered disability savings plan income 125
Rental income Gross Iﬁl | Net [126
Taxable capital gains (attach Schedule 3) 127
Support payments received Total @ | Taxable amount (128
RRSP income (from all TARSP slips) 129
Other income Specify: 130
Self-employment income
Business income Gross |162 Net|135
Professional income Gross |164 Net [137
Commission income Gross |166 Net|139
Farming income Gross |168 Net|141
Fishing income Gross |170 Net|143
Workers' compensation benefits (box 10 on the T5007 slip) 144
Social assistance payments 145
Net federal supplements (box 21 on the T4A(OAS) slip) 146
Add lines 144, 145, and 146
(see line 250 in the guide). b 147

Add lines 101, 104 to 143, and 147 This is your total income. {150 16,500(00




Client: Musician, Buddy-Chapter 4 Problem SIN: 527 000 061
Protected B when completed 4
Attach your Schedule 1, Federal Tax here.
Also attach here any other schedules, information slips, forms, receipts, and documents that
you need to include with your return.

Net income

Enter your total income from line 150 150 16,500|00
Pension adjustment

(box 52 on all T4 slips and box 034 on all T4A slips) 206 |

Registered pension plan deduction (box 20 on all T4 slips and box 032 on all T4A slips) 207 |

RRSP/pooled registered pension plan (PRPP) deduction

(see Schedule 7 and attach receipts) 208 |

PRPP employer contributions

(amount from your PRPP contribution receipts) 205 |

Deduction for elected split-pension amount (attach Form T1032) 210

Annual union, professional, or like dues (box 44 on all T4 slips, and receipts) 212

Universal Child Care Benefit repayment (box 12 on all RC62 slips) 213

Child care expenses (attach Form T778) 214

Disability supports deduction 215

Business investment loss Gross Iﬁ | Allowable deduction |217

Moving expenses 219

Support payments made Total m | Allowable deduction|220

Carrying charges and interest expenses (attach Schedule 4) 221

Deduction for CPP or QPP contributions on self-employment and other earnings

(attach Schedule 8 or Form RC381, whichever applies) 222 o

Exploration and development expenses (attach Form T1229) 224

Other employment expenses 229

Clergy residence deduction 231

Other deductions Specify: 232

Add lines 207, 208, 210 to 224, 229, 231, and 232. 233 4

Line 150 minus line 233 (if negative, enter "0"). This is your net income before adjustments. 234 16,500|00
Social benefits repayment (if you reported income on line 113, 119, or 146, see Line 235 in the guide)

Use the federal worksheet to calculate your repayment. 235 o
Line 234 minus line 235 (if negative, enter "0").

If you have a spouse or common-law partner, see Line 236 in the guide. This is your net income. 236 16,500(00
Taxable income

Canadian Forces personnel and police deduction (box 43 on all T4 slips) 244

Employee home relocation loan deduction (box 37 on all T4 slips) 248

Security options deductions 249

Other payments deduction

(if you reported income on line 147, see Line 250 in the guide) 250

Limited partnership losses of other years 251

Non-capital losses of other years 252

Net capital losses of other years 253

Capital gains deduction 254

Northern residents deductions (attach Form T2222) 255

Additional deductions Specify: 256

Add lines 244 to 256. 257 4

Line 236 minus line 257 (if negative, enter "0") This is your taxable income. |260 16,500|00

Use your taxable income to calculate your federal tax on Schedule 1 and your provincial or territorial tax on Form 428.
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Protected B when completed 5
Refund or Balance owing
Net federal tax: enter the amount from line 65 of Schedule 1 (attach Schedule 1, even if the result is "0") 420 0|00
CPP contributions payable on self-employment and other earnings
(attach Schedule 8 or Form RC381, whichever applies) 421
Employment Insurance premiums payable on self-employment and other eligible earnings (@attach Schedule 13) 430
Social benefits repayment (enter the amount from line 235) 422
Provincial or territorial tax ~ (attach Form 428, even if the result is "0") 428
Add lines 420, 421, 430, 422, and 428. This is your total payable. 435 000 e
Total income tax deducted 437 500/00 e
Refundable Québec abatement 440 °
CPP overpayment (enter your excess contributions) 448 °
Employment Insurance overpayment (enter your excess contributions) 450 °
Refundable medical expense supplement (use the federal worksheet) 452 857|50 e
Working Income Tax Benefit (WITB) (attach Schedule 6) 453 1,952|00 e
Refund of investment tax credit (attach Form T2038(IND)) 454 o
Part XII.2 trust tax credit (box 38 on all T3 slips) 456 o
Employee and partner GST/HST rebate (attach Form GST370) 457 °
Tax paid by instalments 476 4,000/00 o
Provincial or territorial credits ~ (attach Form 479 if it applies) 479 150|00 e
Add lines 437 to 479. These are your total credits. 482 7,459(50 » 7,459|50
Line 435 minus line 482 This is your refund or balance owing . | (7,459 50)|

If the result is negative, you have arefund . If the result is positive, you have a balance owing .
Enter the amount below on whichever line applies.
Generally, we do not charge or refund a difference of $2 or less.

Refund [484] 7,459|50 . Balance owing [485] | .
Amount enclosed |486| | |°

Attach to page 1 a cheque or money order payable to the Receiver General, or make your payment
online (go to www.cra.gc.ca/mypayment ). Your payment is due no later than April 30, 2014.

—Direct deposit - Start or change  (see line 484 in the guide)

You do not have to complete this area every year . Do not complete it this year if your direct deposit information has not
changed.

Income tax refund, GST/HST credit and CCTB and any related provincial and territorial payments, WITB advance
payments, and any other deemed overpayment of tax, and UCCB. To start direct deposit or to change account information,
complete lines 460, 461, and 462 below.

By providing my banking information | authorize the Receiver General to deposit in the bank account number shown below any
amounts payable to me by the CRA, until otherwise notified by me. | understand that this authorization will replace all of my
previous direct deposit authorizations.

Branch Institution
number number Account number
460 461 462
(5 digits) (3 digits) (maximum 12 digits)
| certify that the information given on this return and in any documents 490X If a fee was charged for preparing this
attached is correct, complete, and fully discloses all my income. return, complete the following:
_ Name
Sign here

Telephone () -

It is a serious offence to make a false return.
! 1ou . EFILE number (if applicable): C3099

Telephone(604) 111-1111 Date2014-07-27
Do not use | | | hd
thisarea | 4871 [482] ] | . C a1

Privacy Act, Personal Information Bank number CRA PPU 005
RC-13-148


















