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WHO IS REQUIRED TO FILE AN
INCOME TAX RETURN?

For those who have recently moved to Canada and are wondering whether filing their
taxes is essential and what are the eligibility criteria, this chapter has all the
information.

The Canada Revenue Agency (CRA) mandates the submission of annual tax returns for
the majority of its citizens. However, it's important to note that there exist certain
exceptions to this rule. Therefore, it's worth delving into the specifics of which
individuals are obligated to file a Canadian T1 General tax return, as well as the
corresponding timelines for this requirement.

The CRA, as the governing body responsible for managing taxation in Canada,
stipulates that most citizens must engage in the annual ritual of filing their tax returns.
This procedure allows the government to assess an individual's financial activities over
the course of the year and calculate the appropriate amount of taxes owed or to be
refunded.

Who is requirred to fil a ta xeteurn?
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Minimum income to start filing taxes

In Canada, there exists no obligatory minimum income threshold for the filing of your
Canadian income tax return. As soon as you commence earning any form of income,
the responsibility of filing your taxes comes into effect. However, it's worth noting that
the amount of income you earn annually does play a role in determining the extent of
your tax liability. Tax slab 2022:

Percentage Income amounts
15% $50,197 and below
$50,197 - $100
20.5% ' '
0.5% 392
$100, 392 -
26% '

’ $155,625
29% $155,625 - $221,708
33% $221,708 and

above
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Your Canadian residency status doesn't determine the necessity of filing a Canadian
income tax return. However, it does impact the process of filing, the income you're
required to declare, and your eligibility for specific credits or deductions. If you fulfill
any of the criteria set by the CRA, irrespective of your residency status, you are
obligated to file a tax return.

Even if you reside in another country, you'll be required to file an income tax return if
you receive earnings from a business you own in Canada, generate income through
Canadian investments, or possess property within Canada.

When do | start paying taxes in Canada?

In Canada, the commencement of tax payments coincides with the onset of income
generation. Nevertheless, there exist certain benefits to initiating the process of tax
filing as soon as one enters the workforce. For individuals below the age of 18 who earn
an income falling short of the annual basic personal amount, the obligation to file taxes
remains, but there's an opportunity to receive a partial refund based on a portion of
the taxes already paid. Specifically, if an individual under the age of 18 earns less than
approximately $13,000 in a given tax year, they become eligible for a partial
reimbursement of the taxes previously remitted.
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Who all need to file taxes in Canada?

You must file your taxes in Canada if -

You have outstanding tax owed to the CRA.

You're a self-employed individual and are required to cover your Canada Pension
Plan (CPP) premiums.

Similarly, you need to fulfill Employment Insurance (El) premium payments based
on your self-employment income.

You and your spouse or common-law partner intend to distribute your pension
income.

If you've engaged in the Home Buyers' Plan (HBP) or the Lifelong Learning Plan
(LLP) and have outstanding repayments to make.

If you've disposed of capital property - If you've sold your home, it's necessary to
file a tax return, even if you aren't subject to capital gains tax due to the principal
residence exemption.

Repayment of Benefits - If you need to repay any Old Age Security or
Employment Insurance Benefits, filing a tax return is required.

Receiving Canada Workers Benefit (CWB) advance payments - If you've
received advance payments of the Canada Workers Benefit during the tax year,
filing a return is a must.

Request from the CRA - If the Canada Revenue Agency (CRA) has requested you
to file, it's essential to comply.

Demand from the CRA - If the CRA has issued a Demand to File, it's a serious
matter that requires immediate attention and compliance.
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Who is exempted from paying taxes in Canada?

In Canada, exemptions from tax payments can be attributed to two primary scenarios:
having a low income and qualifying for the Disability Tax Credit. Let's understand about
each of these in detail.

e LowIncome

If your annual taxable income amounts to less than $40,000, there's a strong likelihood
that you'll be eligible for tax exemptions. It's important to note that this income
pertains to the collective earnings of your entire household. If, when combined, the
earnings of you, your spouse, or other members of your household surpass $40,000,
you would then become subject to the minimum tax requirement. Nonetheless, there
are situations wherein your income is below $40,000 but certain conditions still apply.

These scenarios include -

o Reporting a capital gain or taxable Canadian property that falls under the
taxable category.

o Declaring a loss stemming from investments or properties related to resources.

o Making claims for specific tax credits, such as -

Federal political contribution tax credit

Investment tax credit

Labor-sponsored funds tax credit

Federal dividend tax credit
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* Disability Tax Credit

The Disability Tax Credit (DTC) in Canada is a non-refundable tax credit designed to
provide financial relief to individuals who have disabilities or certain impairments that
significantly affect their daily lives. This credit is intended to help offset the extra costs
associated with living with a disability. To be eligible for the Disability Tax Credit, a
qualified medical practitioner must certify that the individual has a severe and
prolonged impairment that meets the criteria set by the Canada Revenue Agency (CRA).

The DTC can also provide potential financial benefits beyond the tax credit itself. For
instance, it can open up opportunities for individuals to apply for other disability-
related benefits and programs, such as the Registered Disability Savings Plan (RDSP)
and the Child Disability Benefit (CDB).

To be eligible for the disability tax credit, you need to possess a certified medical
document from a doctor confirming a severe and prolonged impairment. These
impairments encompass various aspects -

Mobility and Walking

Cognitive and Mental Functions
Hearing Abilities

Speech and Communication
Dressing and Self-Care

Visual Impairment

Feeding and Nutrition

Elimination Functions

Necessity for Life-Sustaining Therapy

O O 0O 0O 0O 0O 0O 0O O

Meeting the criteria in any of these areas, as verified by a medical professional, is
essential for qualifying for the disability tax credit in Canada.

The Disability Tax Credit aims to provide financial support and recognition to
individuals with disabilities and their families, helping to alleviate some of the financial
burdens associated with their unique circumstances.
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Advantages of filing a return

In certain cases where you are not required to file your tax, it is still recommended you
do so. This is because of the following reasons -

e Seeking a Refund: If you're looking to claim a refund, ensuring accurate entries on
your tax return is crucial.

» Eligibility for Benefit Programs: The information on your tax return is a
determinant for your eligibility for various federal and provincial benefit programs.
Even with no income, you could potentially qualify for benefits like the GST/HST
Credit or provincial programs such as the Ontario Trillium Benefit. You can find a
comprehensive list of provincial benefit programs here.

e Growing RRSP Contribution Limit: Your Registered Retirement Savings Plan
(RRSP) contribution limit starts increasing as soon as you start earning income. This
remains relevant even if you're not anticipating a refund; having more RRSP
contribution room can be advantageous.

e Canada Workers Benefit (CWB) and Canada Child Benefit (CCB): If you intend to
claim the Canada Workers Benefit (CWB) or continue receiving the Canada Child
Benefit (CCB), actions on your tax return are essential.

e Reporting Tuition Fees: If you attended school and have tuition fees that qualify,
it's necessary to declare these amounts on your tax return, even if you're not
utilizing them immediately. Reporting them is vital for potential carryforward or
transfer of credits to future years.

e Guaranteed Income Supplement (GIS) for Old Age Security (OAS): If you or your
spouse wish to keep receiving the Guaranteed Income Supplement (GIS) alongside
your Old Age Security (OAS) payments, proper attention to your tax return is
required.
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TAXES FOR NEW CANADIANS: STEP-
BY-STEP GUIDE TO FILING YOUR TAX
RETURN

We hope Canada welcomed you with open arms! Now that you have made this country
your home and have slowly settled in, it is time to understand the taxation system. You
might be paying income tax in the country that you were previously living. But things in
Canada work differently and it is good to make yourself aware of all the changes so that
you can file your taxes on time.

Here's what you need to know -

e The oversight of Canada's taxation system falls under the jurisdiction of the Canada
Revenue Agency (CRA), and the due date for tax filing is April 30.

e |t's advisable to submit a tax return even in the absence of income, as this practice
grants you access to crucial information and potential benefits.

e To streamline the process of tax filing, utilize the tax checklist to ensure that all your
information is consolidated in a single location. This approach facilitates both a
swift and precise tax filing process.

(© TAXCCOUNT.cCOM O +1(416)7326889

PAGE: 10


https://www.taxccount.com/
https://www.taxccount.com/
https://api.whatsapp.com/send?phone=+14167326889&text=Lets%20talk
https://api.whatsapp.com/send?phone=+14167326889&text=Lets%20talk

When do | have to file my taxes in Canada?

Here are some deadlines that you should keep in mind in terms of filing your taxes in
Canada.

¢ Personal Income Tax Deadline

The cutoff date for filing personal taxes is April 30. For the tax year 2023, the filing must
be completed by April 30, 2024.

e Self-Employment Tax Deadline

If you or your spouse or common-law partner derive income from self-employment,
your filing deadline extends to June 15.

e Taxes Owed Deadline

In the case of owing income tax to the government, the payment must still be settled by
April 30, even if you defer filing until June 15.

e Weekend Blackout

If April 30 or June 15 falls on a Saturday or Sunday, the deadline automatically shifts to
the ensuing Monday.

¢ Newcomer Tax Filing Date

Newcomers to Canada should file their taxes for the first time in alignment with the
filing deadline for the year they attain resident status for tax purposes. For example, if
you migrated to Canada in July 2023, your initial tax return would be due by April 30,
2024. In certain cases, you might be eligible to apply for benefits and credits prior to
that date.

Note: Filing your return after the due date may incur penalties and interest on any
outstanding amounts owed.
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Advantages of filing income tax return in Canada

Filing income tax in Canada offers several advantages, contributing to both individual
financial well-being and the functioning of the national economy. Here are some key
benefits -

e Access to Benefits and Credits: Filing income tax ensures that you are eligible for
various federal and provincial benefit programs, such as the Goods and Services
Tax/Harmonized Sales Tax (GST/HST) credit, Canada Child Benefit (CCB), Canada
Workers Benefit (CWB), and other tax credits. These programs provide financial
assistance to individuals and families based on their income and circumstances.

e Tax Refunds: If you've overpaid your taxes through deductions or withholdings,
filing a tax return allows you to claim a refund for the excess amount. This can
provide a welcome financial boost.

¢ Legal Obligation: Filing income tax is a legal requirement in Canada. By fulfilling this
obligation, you demonstrate your commitment to adhering to the country's tax laws
and contribute to the proper functioning of the tax system.

¢ RRSP Contributions and TFSA Limits: Filing your tax return is crucial for accurately
tracking your Registered Retirement Savings Plan (RRSP) contribution limits and Tax-
Free Savings Account (TFSA) contribution room. This information helps you make
informed decisions about retirement savings and investments.

¢ Maintaining Good Financial Records: Filing taxes requires organizing your
financial information, such as income, expenses, and deductions. This practice
promotes good financial record-keeping, which can be valuable for budgeting,
financial planning, and future decision-making.

e Credit History and Financial Transactions: Proof of income tax filing is often
required for various financial transactions, such as applying for loans, mortgages, or
rental agreements. Regularly filing taxes can help establish a strong credit history
and facilitate these transactions.

e Supporting Public Services: The tax revenue collected from individuals and
businesses forms the backbone of funding for public services and government
programs, including healthcare, education, infrastructure, and social services. Filing
taxes supports the provision of these essential services.

e Avoiding Penalties: Filing taxes by the deadline (usually April 30 for most
individuals) helps you avoid penalties and interest charges imposed by the Canada
Revenue Agency (CRA) for late or non-filing.
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¢ Financial Planning: Filing taxes provides a comprehensive overview of your
financial situation, which is essential for effective financial planning and making
informed decisions about investments, retirement, and other financial goals.

e Peace of Mind: Completing your tax return on time and accurately can provide
peace of mind, knowing that you've fulfilled your financial responsibilities and are in
compliance with the law.

Overall, filing income tax in Canada is a crucial aspect of personal finance management,
ensuring you maximize benefits, avoid penalties, and contribute to the broader
economic well-being of the country.

Impact of residency on taxes

Residency status has a significant impact on taxes in Canada, as it determines how your
worldwide income is treated, which tax credits you are eligible for, and the obligations
you have to the Canadian tax system. Here's a closer look at the impact of residency on
taxes in Canada -

e Worldwide Income Reporting: Canadian residents are required to report their
worldwide income on their Canadian tax return. This includes income earned both
within and outside of Canada. Non-residents, on the other hand, are typically only
required to report income earned from Canadian sources.

e Tax Credits and Benefits: Residency status affects your eligibility for various tax
credits and benefit programs. For example, Canadian residents are eligible for
benefits like the Canada Child Benefit (CCB), the Goods and Services
Tax/Harmonized Sales Tax (GST/HST) credit, and the Canada Workers Benefit
(CWB), which are based on your income and family situation.
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e Tax Treaty Considerations: Canada has tax treaties with many countries to
prevent double taxation. Residency status can influence how these treaties apply to
your situation. If you are a resident of Canada, you may be eligible for foreign tax
credits to offset taxes paid to other countries.

¢ Reporting Foreign Income and Assets: Canadian residents are required to report
foreign income and assets above certain thresholds on their tax return. This
includes foreign bank accounts, investments, and real estate. Non-residents
generally do not have these reporting obligations.

¢ Tax Filing Deadlines: The tax filing deadlines can differ based on your residency
status. For example, the general tax filing deadline for most individuals is April 30.
However, if you or your spouse or common-law partner have self-employment
income, the deadline is extended to June 15. It's important to adhere to the correct
deadline based on your residency.

e Available Deductions and Credits: Certain deductions and credits may only be
available to Canadian residents. For instance, the deduction for RRSP contributions,
tuition credits, and other tax incentives may be influenced by your residency status.

¢ Capital Gains and Principal Residence Exemption: Residency status can impact
how capital gains are treated, especially when it comes to the Principal Residence
Exemption. Canadian residents can claim this exemption for the sale of their
primary residence, but non-residents may not be eligible.

e Old Age Security (OAS) and Guaranteed Income Supplement (GIS): Residency
status can affect your eligibility for Old Age Security (OAS) and Guaranteed Income
Supplement (GIS). Non-residents may face limitations or different rules when
receiving these benefits.

Filing taxes for the first time - complete guide

As a recent immigrant to Canada, you have two options for filing your taxes
independently -

e Online Method: You can choose to have a certified tax preparer file your tax
return online on your behalf. Alternatively, you can opt for the NETFILE approach,
where you personally prepare your return using certified tax software and submit
it electronically.

e Mail Method: Another option is to print your initial income tax return and send it
through mail to the Canada Revenue Agency (CRA).
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Information needed to file your tax return

When you are filing your taxes certain basic information like your name, address, email
id, income from previous years etc. would be required. Certain other information that
you might need handy while filing your taxes is -

Ensure that you have obtained and received your Social Insurance Number (SIN),
which serves as your identification for income tax and benefit purposes.

If you are presently employed in Canada, you will be provided with a slip from each
employer you worked for during the tax year. This slip, known as a T4 - Statement
of Remuneration Paid, should be issued by your employer by the end of February.
In the case of recent immigration to Canada, you will need to incorporate details
about the income you earned before your arrival

If you received income from employment outside of Canada following your
relocation, you will need to have those earnings on hand as well.

In the event that you possess foreign assets exceeding $100,000, it's imperative to
declare them on Form T1135 within your tax return.

When you have dependents such as a spouse, children, or elderly parents, you are
required to furnish all relevant particulars about them as well.

The tax credits and deductions accessible to you are contingent upon your unique
tax circumstances. For instance, if you've incurred child care expenses, you might
qualify to claim them on your return. Similarly, medical expenses for yourself, your
spouse, or your children could also be claimed, but it's crucial to retain official
receipts.

Should you be bringing assets into Canada, comprehensive information and the
market value on the day of your arrival must be included. Any future capital gains
or losses upon their sale will be determined based on this value.

For residents of Québec, it's mandatory to submit a tax return to Revenu Québec.
(Québec is the singular province in Canada that necessitates the filing of two tax
returns.)

a4k
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4 Steps for filing your return in Canada
e Collect the information

Collect all the documents mentioned in the above section and keep them ready.
e Decide your preferred method

Decide on your preferred method for filing taxes and make necessary preparations. If
you plan to submit your tax return by mail, request a paper filing package from the
Canada Revenue Agency (CRA). If you are inclined to hire an accountant, seek
recommendations for professionals within your community. Additionally, as a
newcomer, you might qualify for free tax assistance; the CRA provides details on
locating a free tax clinic if needed.

¢ Fill out all the required forms

Progress through your tax return by systematically completing the forms. If you're
utilizing paper forms, ensure you review your calculations for accuracy. In the case of
online filing or assistance from an accountant, verify that all your income, deductions,
credits, and expenses have been accurately included.

¢ Send it before the deadline

Submit your tax return within the designated timeframe. After the Canada Revenue
Agency (CRA) has reviewed your return, you will receive a Notice of Assessment. This
document details their findings and provides crucial insights into your tax status,
indicating whether you have a tax liability or are eligible for a refund. Keep your
documents safely as you might require them for future reference.
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Declaring foreign property and income
e Declaring foreign property

As a resident of Canada, it is a requirement to disclose any foreign property you
possess with an adjusted cost base exceeding $100,000 at any point within the
calendar year. This encompasses a wide range of assets, such as bank accounts,
stocks, bonds, and real estate held abroad. To fulfil this obligation, you are expected to
complete Form T1135, which is the Foreign Income Verification Statement.

The purpose of this reporting is to ensure transparency and accurate assessment of
your financial holdings beyond the Canadian borders. By identifying and declaring
foreign assets through Form T1135, the Canadian tax authorities can monitor potential
sources of income, investments, or holdings that might influence your overall tax
liability. This procedure contributes to maintaining the integrity of the tax system and
ensuring that individuals fulfill their tax obligations comprehensively, even when their
financial interests extend internationally.

e Declaring foreign income

Income that you earned prior to your arrival in Canada remains outside the scope of
Canadian taxation. Nonetheless, once you become a Canadian resident for tax
purposes, you are required to disclose all income from any source across the globe on
your tax return.

When reporting foreign income on a Canadian tax return -

o Specify the origin country of the funds.
o Declare the complete amount of the income, i.e., the amount prior to any
foreign taxes being withheld.

In certain instances, income acquired from a country other than Canada might be
eligible for tax exemption in Canada due to a tax treaty. However, it's imperative to
include this income on your tax return even if it's exempt. The portion that's exempt
can be deducted on line 25600 of the tax form.
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DIFFERENCE BETWEEN REFUNDABLE
AND NON-REFUNDABLE TAX CREDITS

For a lot of people in Canada one of the biggest incentives for filing taxes is to get a
refund. Usually, people don't know what are tax credits and cannot take advantage of
them. But in this chapter, we'll discuss what are tax credits and the main difference
between refundable and non-refundable tax credits.

Tax credits are potential reductions that you might be eligible to request upon the
completion and submission of your income tax declaration. These credits could be
linked to your earnings, investments, educational pursuits, involvements, incurred
expenses, or your occupational endeavors.

Key points to remember -

e Tax credits possess the ability to diminish the sum of income tax you're obligated to
remit and potentially result in government disbursements to you.

e Refundable tax credits entail amounts granted irrespective of your income tax
liability.

e On the other hand, non-refundable tax credits have the capacity to decrease your
payable income tax, yet they cannot lower it beyond zero.
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What is a tax credit?

In terms of Canadian taxes, a tax credit is a reduction in the amount of income tax that
an individual or business owes to the government. Tax credits are designed to
incentivize certain behaviors, activities, or circumstances by providing financial relief to
taxpayers. They are subtracted directly from the amount of tax owed, which can result
in a lower overall tax liability or even a tax refund if the credit amount exceeds the tax
owed.

There are two main types of tax credits in Canada - refundable and non-refundable.
We'll discuss about each of these in the following sections.

Tax credits serve to decrease your tax liability, and in certain cases, they might even
lead to you becoming eligible for additional funds. For instance, let's consider the
scenario where your total income tax obligation for the 2023 tax period amounts to
$3,000, and your applicable tax credits sum up to $500. By deducting these credits from
the overall income tax, you arrive at your tax assessment for the year -

$3,000 - $500 = $2,500

The outcome of this could either be a tax refund or a reduced tax bill, contingent on the
extent of income tax payments you have already made for that year, which might be
through deductions from your paychecks or self-made installments.

How do tax credits work?

Tax credits serve as encouragements provided by the Canadian federal, provincial, and
territorial governments, effectively decreasing your tax liability. Distinguishing them
from tax deductions, which lower taxable income, tax credits operate by directly
diminishing the tax amount owed.

Assuming eligibility, there exists no constraint on the quantity of tax credits at your
disposal. While tax credits can enhance your probability of securing a tax refund from
the government, they do not ensure it.
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Every individual is obligated to contribute a portion of their earned income to the
government, with the exact proportion contingent upon their location (varied provinces
and territories have distinct income tax rates) and their income level. Subsequently, you
have the opportunity to utilize specific circumstances that could reduce your taxable
earnings or the income tax quantum you're liable for, and potentially yield additional
funds. Within this set of circumstances, one category encompasses tax credits.

When you undertake the task of filing your taxes, essentially completing a
comprehensive form, you are informing the government not only about your earnings
but also about how many of these circumstances that lead to tax reduction you are
eligible for.

Refundable tax credits

In Canada, refundable tax credits are tax benefits that can potentially result in a tax
refund even if the credit amount exceeds the taxpayer's total tax liability. This means
that if you qualify for these credits and the calculated amount is more than the tax you
owe, you could receive the excess credit as a refund from the government. The
different refundable tax credits in Canada include the following -

e The Canada Workers Benefit provides a potential sum of $1,428 to eligible
individuals with low income and up to $2,461 to eligible families with low income.
(The maximum amount varies in Alberta, Quebec, and Nunavut.)

e Within the framework of the Canada Workers Benefit, the CWB disability
supplement extends an additional sum of up to $737 to individuals with disabilities
and their families. (The maximum amount varies in Quebec and Nunavut.)

e For qualifying teachers and early childhood educators, the Eligible Educator School
Supply Tax Credit offers a reimbursement of up to $250 in tax funds for eligible
teaching supplies, given that the $1,000 expenditure cap is met.

e Under the Canada training credit, 50% of eligible education and training expenses
can be refunded. The credit has a lifetime ceiling of $5,000. To determine your
specific limit for this tax year, refer to your most recent notice of assessment or
reassessment.
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Non-refundable tax credits
Non-refundable tax credits in Canada are tax benefits that can lower the amount of
income tax you owe, but they cannot result in a tax refund beyond reducing your tax
liability to zero. If your total non-refundable tax credits exceed your tax payable, the
excess credits cannot be refunded to you; they simply reduce your tax owing to zero.
Given below are some examples of non-refundable tax credits in Canada -

e Basic Personal Amount
This credit reduces the amount of income that is subject to taxation. In other words,
you can earn a certain amount of income each year without paying federal income tax
on it. The exact amount of the Basic Personal Amount can vary year to year.

e Medical Expenses Credit

This credit allows you to claim a portion of eligible medical expenses that you paid for
yourself, your spouse or common-law partner, and certain dependents.

¢ Charitable Donations Credit

If you've made donations to registered charities, you can claim a credit based on the
total amount of donations made throughout the year.

¢ Tuition and Education Credits
These credits apply to eligible tuition fees and education amounts paid for post-
secondary education. While the federal education and textbook credits have been
discontinued, some provinces still offer them.

e Child Care Expenses Credit

If you paid for child care services so you or your spouse could work, go to school, or
conduct research, you can claim a credit for eligible child care expenses.

¢ Pension Income Credit

This credit applies to eligible pension income, which can include income from
superannuation, registered pension plans, and annuities.
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These non-refundable tax credits can significantly reduce your tax liability, but
remember that they won't result in a tax refund on their own if they exceed the tax you
owe.

In Canada, tax credits play a crucial role in shaping the tax landscape for individuals and
families. These credits, whether refundable or non-refundable, are incentives provided
by the government to encourage specific behaviors, alleviate financial burdens, and
support various segments of the population. Refundable tax credits can potentially lead
to tax refunds for those with lower incomes, while non-refundable tax credits can help
reduce tax liabilities for a wide range of expenses, from medical costs to charitable
donations.

Understanding and leveraging these tax credits can significantly impact one's overall
tax liability and financial well-being, making it essential for individuals to explore and
utilize the available opportunities to their advantage.
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NON-REFUNDABLE TAX CREDITS

Non-refundable tax credits are designed to reduce your federal tax obligation, but they
do not result in a tax refund. In contrast, refundable tax credits not only lower your
required tax payment but can also trigger a tax refund from the government.

In the previous chapter we had discussed about refundable and non-refundable tax
credits. In this chapter we'll focus on understanding the details about non-refundable
tax credits and how you can benefit from them.

Difference between refundable and non-refundable tax credits

The primary distinction between non-refundable and refundable tax credits lies in what
occurs when your cumulative non-refundable tax credits surpass the sum of your owed
tax. In such cases, your outstanding amount will merely be reduced to zero; the excess
credit amount will not be reimbursed.

With refundable tax credits, a noteworthy distinction exists. Even if you do not owe any
taxes, the full value of your refundable tax credits will be refunded to you by the
government in the form of a tax refund. In essence, this means that these credits can
potentially result in you receiving money back from the government, even if you didn't
owe any taxes to begin with.

For example, if you have refundable tax credits totaling $3,000 and your tax liability is
$0, you would typically receive a tax refund of $3,000, essentially putting money in your
pocket. This is in contrast to non-refundable tax credits, which can reduce your tax
liability but won't provide a refund beyond what you owe in taxes. Refundable tax
credits can be especially beneficial for low-income individuals and families, as they can
help increase their overall income by receiving refunds from the government.
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Examples of non-refundable tax credits in Canada
e Basic Personal Amount

The Basic Personal Amount is a significant non-refundable tax credit available to all
Canadian taxpayers. It represents a certain portion of your income that you can earn
without paying federal income tax on it. In other words, it reduces the amount of your
income that is subject to taxation. The purpose of the Basic Personal Amount is to
provide a basic level of income that remains untaxed, ensuring that individuals with
lower incomes are not burdened by federal income tax on their essential earnings.

The exact value of the Basic Personal Amount can vary from year to year due to
adjustments made by the government to account for inflation and economic
conditions. It's important to note that the Basic Personal Amount is a non-refundable
credit, meaning it can reduce the amount of tax you owe but won't result in a tax
refund by itself if it exceeds your tax liability.

The Basic Personal Amount is deducted automatically from your total income when
you calculate your federal taxable income on your tax return. This credit helps to
ensure that lower-income individuals and families have a certain threshold of income
that is tax-free, thus providing them with some financial relief.

e Amount for an eligible dependent

If you provided financial support to a qualified dependent over the tax year, you have
the opportunity to assert an eligible dependent amount, calculated by subtracting the
dependent's income from the basic amount. In cases where the dependent
experienced a physical or mental impairment, an additional supplement known as the
Canada Caregiver Amount can be claimed. If you choose to file your return using the
traditional paper method, you'll need to complete Schedule 5. However, if you opt for
electronic filing, this schedule will be automatically included with your tax return.

The Canada Caregiver Amount is a non-refundable tax credit available to individuals
who provide care and support for a dependent family member with a physical or
mental impairment. This credit is intended to help offset some of the financial burden
associated with caregiving responsibilities.
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The Canada Caregiver Amount is a non-refundable tax credit available to individuals
who provide care and support for a dependent family member with a physical or
mental impairment. This credit is intended to help offset some of the financial burden
associated with caregiving responsibilities.

¢ Tuition, textbook, and education amount

Contrary to its title, at the federal level, the sole available tax credit pertains to tuition.
However, certain provinces or territories might still offer education or textbook credits.
Here's the updated information on various provinces and territories regarding the
Tuition and Education amounts for tax credits -

o Ontario and Saskatchewan have discontinued Tuition and Education amounts
incurred after September 2017, but you can still carry forward previous
amounts.

o Alberta will eliminate the Tuition and Education amount after 2020.

o Manitoba, Newfoundland and Labrador, and Nova Scotia will continue to retain
the Tuition and Education amount.

o British Columbia removed the Tuition and Education amount after 2019.

o New Brunswick has reinstated the Tuition and Education amount that was
removed in 2017. You can claim the 2017 and 2018 amounts on your 2019
income tax return.

o Prince Edward Island will continue to retain the Tuition and Education amount.

o Yukon eliminated the education tax credit in 2017 and subsequent years.

o The Northwest Territories will continue to retain the Tuition and Education
amount.

o Nunavut will continue to retain the Tuition, Education, and Textbook amounts.

o |n Quebec, tax credits for Tuition or Examination fees are still in effect.

These changes and variations in provincial and territorial tax credits should be
considered when filing your income tax return, as they can impact the deductions and
credits available to you based on your location and the tax year in question.

In addition to these, there exist various other non-refundable tax credits for which you
could potentially qualify at both the federal and provincial or territorial levels. These
include -
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Caregiver amount

Disability amounts

Volunteer firefighters’ amount

Medical expenses

Donation and gifts

Search and rescue volunteer's amount
Home accessibility expenses

Home Buyers’ Amount

O O 0O 0O 0O 0O 0O ©°

If you are a resident of Canada for the entire year, you are eligible to claim the
complete value of your non-refundable tax credits. For individuals who are not
Canadian residents but are choosing to file under Section 217, the federal government
places a limit on the number of non-refundable tax credits that can be utilized.
However, if you are a Canadian resident or citizen, this restriction does not apply to
you, and you have the flexibility to claim all your non-refundable tax credits.

What is refundable tax credit?

a refundable tax credit is a type of tax credit that can result in a tax refund from the
government, even if the taxpayer has no federal income tax liability or if the tax credit
amount exceeds the taxes owed. Refundable tax credits are designed to provide
financial assistance or benefits to specific individuals or households, particularly those
with lower incomes.
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Some of the most common examples of refundable tax credits in Canada are -

CPP Overpayment and El Overpayment
GST/ HST rebate

Climate Action Incentive

Refundable Medical Expenses

Eligible educator school supply credit
Canada Workers Benefit

o O O O O O

Here are key characteristics of refundable tax credits in Canada -

¢ Benefit for Low-Income Individuals: Refundable tax credits are often targeted at
low- and moderate-income individuals and families to provide financial support.

* Tax Liability Offset: While non-refundable tax credits can reduce your federal tax
liability to zero but cannot result in a refund beyond that, refundable tax credits can
lead to a refund even if you didn't owe any federal income tax.

e Examples of Refundable Tax Credits: Some examples of refundable tax credits in
Canada include the Canada Child Benefit (CCB), the GST/HST Credit, and the
Working Income Tax Benefit (WITB). These credits provide direct financial assistance
to eligible individuals or families, and any excess credit amount beyond their tax
liability is refunded.

e Regular Tax Credits vs. Refundable Tax Credits: Regular (non-refundable) tax
credits can only reduce your federal tax liability to zero. If you have non-refundable
tax credits that exceed your tax liability, the excess cannot be refunded, but it can
be carried forward to offset future tax liabilities.

e Combining Credits: In some cases, individuals may be eligible for both non-
refundable and refundable tax credits. The non-refundable credits are applied first
to reduce the tax liability, and any remaining refundable credits can result in a tax
refund.

[ NONREFUND.BLE
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