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TAYACCOUNT

Taxccount.com serves as the Canadian arm of Legal Quotient Consultant, specializing in a
comprehensive array of accounting and tax services. Dedicated to catering to a wide range
of clients, including individuals, expatriates, businesses, and multinational corporations
with connections to Canada, Taxccount.com is committed to providing top-tier tax and
accounting solutions across the nation. With a focus on leveraging advanced technology
and leveraging deep financial expertise, we tailor our offerings to suit the unique needs of
our clients. Our objective is to empower our clientele with the necessary insights and tools
for informed financial decision-making, thereby ensuring optimal tax management and
enhanced financial well-being.

(416) 732-6889

@ info@lgconsultants.com
@ www.taxccount.com o
Division Of:
@ Suite 250 997 Seymour St.
Vancouver BC V6B 3M1 Canada LEGAL
Suite 305 381 Front St w Toronto, | QUOTIENT

Ontario M5V3R8, Canada CONSULTANTS
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FEDERAL TAX BRACKETS, RATES, AND
CREDITS

It is again that time of the year when a lot of Canadian citizens get hassled while
figuring out their tax returns. It is a popular belief that paying taxes is a complicated
and tedious process. But when you have the right information and expertise, it can
be a smooth ride. In this chapter we'll discuss all that you need to know about federal
tax brackets in Canada, tax rates and credits. At the end of the chapter, you'll have
clear information and it will make filing your return a lot easier.

Consolidated federal tax rates of 2022

15% on the first $50,197 of taxable income
20.5% on taxable income between $50,197 and $100,392
26% on taxable income between $100,392 and $155,625
29% on taxable income between $155,625 and $221,708
33% on any taxable income over $221,708
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What are tax brackets?

Let's start with the basics and
understand what are tax brackets before
we proceed to understanding the tax
bracket rates and credits in Canada.

The CRA establishes tax brackets as a
method of determining your annual
personal income tax liability. These
brackets pertain to the range of personal
income falling between predetermined
lower and upper thresholds, commonly
referred to as tax rates. To put it
differently, a tax bracket designates the
tax rate that is applicable to a specific
income range.

s

/

These rates are relevant to your taxable
income, encompassing your overall
income from Line 15000, minus any
eligible deductions you might have.

The amount of taxation you encounter is
contingent upon your earnings. The
greater your income, the higher your tax
burden. This approach characterizes a
progressive (or graduated) tax system,
where individuals with lower incomes
are subjected to lower tax rates in
comparison to those with higher
incomes.
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How to identify your tax bracket in Canada?

The amount of tax you're obligated to pay hinges on both your residence within a
province or territory and the cumulative income you report from various origins. Of
significant note, your provincial tax rate corresponds to the province in which you
reside on December 31 of the tax year. Hence, in a scenario where you relocate from
Ontario to Nova Scotia in July and your residence remains in Nova Scotia as of
December 31, you would then be subject to the provincial tax rates of Nova Scotia.

Key dates for tax deadlines

e March 1, 2023: The last day to contribute to an RRSP, PRPP, or SPP for the
purpose of deducting against your 2022 income.

e May 1, 2023 (extended from April 30, 2023, due to April 30 being a Sunday):
The final day for filing your tax return and settling your tax payment.

e June 15, 2023: An extended deadline for submitting your tax return if you or your
spouse/common-law partner are self-employed (remember that payment must
be made by April 30).

For those required to pay tax instalments, the due dates for payments are March 15,
June 15, September 15, and December 15.

Understanding combined federal and provincial tax rates

Each province and territory in Canada establish its distinct tax brackets. Consequently,
individuals in Canada are subject to paying income tax both to the federal
government and to the government of the province or territory they call home.

The provincial tax rate applicable to you is ascertained based on your residence status
on December 31 of the given tax year. For instance, suppose you relocate from
Manitoba to Ontario during July, and your place of residence remains in Ontario by
December 31. In that case, you would be subject to Ontario's provincial tax rates.
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What are marginal tax rates?

A prevalent misunderstanding is that once your taxable income crosses into a higher
tax bracket, the entirety of your earnings becomes subject to that escalated rate.
However, the reality is that your income is segmented into distinct portions, each
taxed according to the applicable rate.

In essence, even as you earn more and advance into the subsequent tax bracket, only
the portion falling within that bracket encounters the higher tax rate. This concept is
termed a "marginal tax rate," signifying the extra tax incurred for each additional
dollar earned as income.

Tax brackets by province in Canada

As previously mentioned, your provincial income tax portion is influenced by your
residence on December 31. Therefore, if you're considering relocating to a province
with lower taxes, ensure you make the move before December 31.

e Alberta

10% up to $142,292

12% between $142,292 and $170,751

13% between $170,751 and $227,668

14% between $227,668 and $341,502

15% on any taxable income exceeding $341,502

O O O O ©°O

¢ British Columbia

5.06% up to $45,654 of taxable income

7.7% between $45,654 and $91,310

10.5% between $91,310 and $104,835

12.29% between $104,835 and $127,299

14.7% between $127,299 and $172,602

16.8% on any amount exceeding $172,602 and $240,716
20.5% on any taxable income exceeding $240,716

O O 0O 0O 0O 0O ©
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¢ Manitoba

o 10.8% up to $36,842 of taxable income
o 12.75% between $36,842 and $79,625
o 17.4% on any taxable income exceeding $79,625

¢ New Brunswick

9.4% up to $47,715 of taxable income

14% between $47,715 and $95,431

16% between $95,431 and $176,756

19.5% on any taxable income exceeding $176,756

O O O O

¢ Newfoundland and Labrador

8.7% up to $41,457 of taxable income

14.5% between $41,457 and $82,913

15.8% between $82,913 and $148,027

17.8% between $148,027 and $207,239

19.8% between $207,239 and $264,750

20.8% between $264,750 and $529,500

21.3% between $529,500 and $1,059,000

21.8% on any taxable income exceeding $1,059,000
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Nova Scotia

8.79% up to $29,590 of taxable income

14.95% between $29,590 and $59,180

16.67% between $59,180 and $93,000

17.5% between $93,000 and $150,000

21% on any taxable income exceeding $150,000

O O O O ©°O

Ontario

5.05% up to $49,231 of taxable income

9.15% between $49,231 and $98,463

11.16% between $98,463 and $150,000

12.16% between $150,000 and $220,000

13.16% on any taxable income exceeding $220,000

O O O O ©°O

Prince Edward Island

o 9.8% up to $31,984 of taxable income
o 13.8% between $31,984 and $63,969
o 16.7% on any taxable income exceeding $63,969

Quebec

15% up to $49,275 of taxable income

20% between $49,275 and $98,540

24% between $98,540 and $119,910

25.75% on any taxable income exceeding $119,910

O O O O

Saskatchewan

o 10.5% up to $49,720 of taxable income
o 12.5% between $49,720 and $142,058
o 14.5% on the amount over $142,058
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Importance of identifying your tax bracket

Understanding where your income lies within the tax brackets provides insight into
shifts in your income tax situation. For instance, if you engage in a supplementary
venture or acquire additional income that elevates you to the subsequent bracket, this
can account for discrepancies in owed taxes or alterations in your refund compared to
the previous year.

Moreover, the tax brackets into which you fit offer guidance in making informed
choices regarding the timing and method of claiming specific deductions and credits.
How do tax brackets work in Canada?

Your tax bracket corresponds to your "taxable income," which encompasses your total
income from various sources, reduced by any eligible tax deductions you might qualify
for. In simpler terms, it's your remaining income after accounting for all legitimate
deductions.

Once you've established your taxable income, you'll then apply the applicable federal
and provincial tax rates to it. The federal income tax should be calculated first, followed
by the provincial rate. Combining the two will give you the total.

Your marginal tax rate denotes the collective federal and provincial income taxes you
pay on all income sources when filing taxes. The rate varies based on the income you
declare on your T1 General Income Tax Return (the form you complete at tax time with
the captivating name) and your Canadian place of residence.

y | L\
A Historical Overview

1855 1988 1881 1822 1685 18P1 1888
1877 1992 1883 1983 1952 1978 1997
The che mosomtsmg prgutticnee Yeciy Trowle T e Tond: The the g RgRAIESS Torvie Peods
[res—
e e s
e s 3o s e freysapetatien
ok ot i e et e e 1 e e e
L ———

(© TAXCCOUNT.COM ® +1 (416) 732 6889

PAGE :9


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

How to get yourself in a lower tax bracket?

Two of the most common ways of reducing your taxes are credits and deductions.
Read on to know more about each -

e Tax credits

Tax credits in Canada are deductions from the total amount of income tax you owe to
the government. They are designed to reduce your tax liability and provide a way to
potentially lower your overall tax bill. Tax credits can be applied to various expenses,
situations, or circumstances that the government deems worthy of encouragement or
support. There are two main types of tax credits in Canada: refundable and non-
refundable tax credits.

o Non-Refundable Tax Credits: These credits can reduce your tax liability to
zero, but they won't result in a refund if they exceed the amount of tax you
owe. In other words, they can only reduce your tax payable to zero, but any
excess amount won't be refunded to you. Examples of non-refundable tax
credits in Canada include the Basic Personal Amount, tuition and education
amounts, medical expenses, charitable donations, and more.

o Refundable Tax Credits: Refundable tax credits, on the other hand, can lead
to a tax refund if the credit exceeds the amount of tax you owe. If the total
refundable credits are larger than your tax liability, you will receive the excess
amount as a refund. The Working Income Tax Benefit and the Goods and
Services Tax/Harmonized Sales Tax (GST/HST) credit are examples of
refundable tax credits in Canada.

Tax credits effectively reduce your taxable income, which can lead to significant savings
on your tax bill. It's important to note that tax credits can vary based on personal
circumstances, and they are subject to eligibility criteria and specific rules. To claim tax
credits, you usually need to include them when you file your annual income tax return
with the Canada Revenue Agency (CRA). It's advisable to consult with a tax professional
or use tax preparation software to ensure you claim all eligible tax credits accurately.

e Tax deductions

Tax deductions in Canada are specific expenses or amounts that you can subtract from
your total income, resulting in a reduction of your taxable income. The purpose of tax
deductions is to lower the amount of income on which you're required to pay taxes. By
lowering your taxable income, you ultimately decrease the amount of income subject
to taxation, potentially reducing the total amount of income tax you owe to the
government.

(© TAXCCOUNT.COM ® +1 (416) 732 6889

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

(416) 732-6889

TAYACCOUNT

info@lgconsultants.com

o 2® @

www.taxccount.com
Division Of:
LEGAL .
— QUOTI ENT SUI'[e 250 997 Seymour St
CONSULTANTS Vancouver BC V6B 3M1 Canada

Suite 305 381 Front St w Toronto,
Ontario M5V3R8, Canada

Disclaimer:

This educational blog is owned and operated by L%g]al Quotient Consultant, the proprietor of the brand Taxccount. It is intended solely for educational and informational purposes.
The views and opinions expressed in this blog are those of the author(s) and do not necessarily reflect the official policy or position of any other agency, organization, employer, or
company.

The information provided in this blog is for general informational and educational ﬁurposes only and should not be considered as tax, financial, investment, or legal advice. Readers
are encouraged to conduct their own research and consult with a professional in the respective field before making any decisions related to tax, finance, investment, or law.

While every effort is made to ensure the accuracy and reliability of the information presented, Legal Quotient Consultant and Taxccount make no representations or warranties as
to the completeness, accuracy, reliability, suitability, or availability with respect to the website or the information, products, services, or related graphics contained on the website for
any purpose. Any reliance you place on such information is therefore strictly at your own risk.

Legal Quotient Consultant and Taxccount shall not be liable for any errors or omissions in the content of this blog nor for any loss or damage of any kind incurred as a result of the
usle ofdtgis blog or reliance on any information provided herein. Readers are advised to verify the information independently and to exercise due diligence before making any tax-
related decisions.

By accessing and using this blog, you acknowledge and agree to the terms of this disclaimer and release Legal Quotient Consuitant and Taxccount from any liability or responsibility
for any consequences that may arise from your use of the information provided herein.

This disclaimer is subject to change at any time without notice. It is your responsibility to review it periodically for any updates or modifications.



