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As another year draws to a close, now is a good time to take stock and consider ways to 
improve your tax position for 2017. Several major tax changes are coming in 2018, especially 
for owners of private companies, and there are some opportunities and planning choices that 
you should consider before the end of this year.  

To help you assess your tax situation for 2017, KPMG has prepared a checklist. You can use it 
to make sure you are making the most of potential tax savings opportunities this year. The 
checklist is broken down into sections that look at your investments, your family’s tax situation 
and your retirement and estate planning. It also includes a summary of some key CRA 
deadlines you need to meet in order to realize 2017 tax savings. 

While these suggestions can be helpful at year-end and when you file your tax return, don’t 
forget to consider effective tax planning all year round.  

See the appendix on the last page for a list of the 2017 top marginal income tax rates for 
individuals in each province, and look at KPMG’s TaxNewsFlash-Canada 2017-53, “Charitable 
Gifts — Tax Savings for 2017” for information about the tax savings available to you when you 
make donations to charities). 

 

 

 

https://assets.kpmg.com/content/dam/kpmg/ca/pdf/tnf/2017/ca-charitable-gifts-tax-savings-for-2017V2.pdf?j=39768088&e=rmacklem@kpmg.ca&l=19170436_HTML&u=690988210&mid=10490152&jb=0&utm_medium=Email&utm_source=ExactTarget&utm_campaign=
https://assets.kpmg.com/content/dam/kpmg/ca/pdf/tnf/2017/ca-charitable-gifts-tax-savings-for-2017V2.pdf?j=39768088&e=rmacklem@kpmg.ca&l=19170436_HTML&u=690988210&mid=10490152&jb=0&utm_medium=Email&utm_source=ExactTarget&utm_campaign=
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Your Investments 

 Does your private corporation include a passive investment portfolio? 

The income tax rate for non-eligible dividends is increasing slightly in 2018—the 
federal tax rate will go up by 0.34% (to 26.64%, climbing from 26.30% in 2017). If 
you were considering paying a non-eligible dividend of, say, $100,000 out of your 
company in early 2018, you can realize an absolute tax savings of at least $340 by 
paying that dividend in 2017 instead. These savings could end up being higher if the 
provinces also announce increases to their 2018 tax rates for non-eligible dividends. 

 For example, Ontario announced an increase to its non-eligible dividend tax rate 
resulting in the combined Federal and Ontario top personal tax rate on non-eligible 
dividends increasing by 1.54% (to 46.84% in 2018 from 45.30% in 2017).  Similarly, 
New Brunswick increased its non-eligible dividend tax rate resulting in the combined 
Federal and New Brunswick top personal tax rate on non-eligible dividends 
increasing by 0.63% (to 46.88% in 2018 from 46.25% in 2017). 

A new top personal income tax rate in British Columbia for 2018 of 16.8% (from 
14.7% in 2017), results in the combined Federal and B.C. top personal tax rate on 
non-eligible dividends increasing by about 2.8% in 2018 (B.C. has not yet responded 
to the Federal increase to its 2018 non-eligible dividend tax rate so the 2.8% 
increase may actually be slightly higher for 2018). Incidentally, the new B.C. top 
personal tax rate also results in the combined Federal and B.C. rate on eligible 
dividends increasing by 2.9% (to 34.20% in 2018 from 31.30% in 2017). 

Please note, new rules are coming that will affect passive investments held inside 
portfolios within private corporations. Under the current rules, corporations may 
accumulate higher after-tax earnings on these passive investment portfolios 
because corporate income tax rates on active business income are lower than 
personal tax rates. However, details about the new rules will be released in 2018 
that will target the tax deferral benefit that results from holding passive investments 
within private corporations. The rules could mean higher tax rates on passive 
income earned by a private corporation. In the new year, tax rates on the flow-
through of passive corporate income to individual shareholders could be as high as 
70% in some cases, according to proposals that the government first announced on 
July 18, 2017 (see TaxNewsFlash-Canada No. 2017-38, “Finance Targets Private 
Company Tax Planning”). 

The government confirmed on October 19, 2017 that it is proceeding with its July 18, 
2017 proposals related to passive income. However, it announced that there will be 
no tax increase on passive income below a $50,000 annual threshold. The 
government says these changes will apply on a “go-forward basis” and that 
investments that have already been made by private corporations’ owners, including 

https://assets.kpmg.com/content/dam/kpmg/ca/pdf/tnf/2017/ca-finance-targets-private-company-tax-planning.pdf
https://assets.kpmg.com/content/dam/kpmg/ca/pdf/tnf/2017/ca-finance-targets-private-company-tax-planning.pdf
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future income earned from these investments, are “protected” and will not be subject 
to the new passive income regime. It is still not clear exactly how the government 
intends to implement these new rules, including any transitional measures, or when 
these rules will take effect (see TaxNewsFlash-Canada No. 2017-47, “Private 
Companies — Passive Income Relief Announced”). 

If you own a private company that has passive income, please contact your KPMG 
advisor to determine if there are any steps you should take before the end of the 
year.  

 Have you maximized your TFSA contribution yet? 

You can contribute up to $5,500 to a TFSA for 2017, as long as you are 18 or older 
and resident in Canada. If you have not made any TFSA contributions in previous 
years, you may be able to contribute a total of $52,000.  

 Tax-loss selling  

If you own investments with unrealized capital losses, consider selling them before 
year-end to realize the loss and apply it against any net capital gains you have 
realized during the year or in the three prior years. Make sure you don’t run afoul of 
special tax rules designed to stop the artificial creation of tax losses (e.g., the 
superficial loss rules). If you intend to do any last-minute 2017 trades, consider 
completing all trades on or before December 22, 2017 and be sure to confirm the 
settlement date with your broker. 

 
Family tax considerations 

 Have you thought about family income splitting?  

Once again, the CRA’s low prescribed interest rate offers a great opportunity to 
enter into income splitting loan arrangements with family members or a family trust. 
By locking in a family loan at the 1% rate before the end of the first quarter of 2018, 
and by having the family member invest the borrowed funds at a higher rate of 
return, you can transfer future investment income earned on the funds to your 
spouse or another family member who has little or no other income and thus pays 
little or no tax. If properly implemented, you can effectively arrange for all investment 
income earned over 1% to be taxed at the lower-income-earning family member’s 
tax rate while the loan is outstanding.  

 

 Are your family members involved in your business? 

https://assets.kpmg.com/content/dam/kpmg/ca/pdf/tnf/2017/ca-private-companies-passive-income-relief-announced.pdf
https://assets.kpmg.com/content/dam/kpmg/ca/pdf/tnf/2017/ca-private-companies-passive-income-relief-announced.pdf
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Generally, if you have family members providing services for your incorporated 
business, you may want to consider employing them and paying them a reasonable 
salary. Your company will get a tax deduction for the salary paid, if it is reasonable in 
light of the services they perform for the business (e.g., bookkeeping, administrative 
work, acting as a director). A salary is usually considered reasonable if the services 
are genuinely being provided and if it is similar to arms’ length comparables. Note 
that the extra cost of any payroll taxes and Canada Pension Plan contributions 
should be weighed against potential tax savings. A salary may also enable your 
family members (e.g., spouse and/or children) to contribute to their RRSP. 
 
For family members who are shareholders of your business, consider paying them 
additional dividends in 2017, before new rules and restrictions come into effect next 
year (while keeping in mind whether your corporate structure is able to pay such 
dividends). Dividends paid to family members in 2018 that do not meet the new 
proposed “reasonableness” test” will be taxed at the top personal marginal tax rate. 
The proposed rules will only apply if the amount family memebers receive is 
“unreasonable”, based on a test that looks at: labour and capital contributions to the 
business, risk assumed and previous returns or remuneration. If an amount is 
“unreasonable”, the top marginal tax rate will apply. These rules will be more 
restrictive for family members aged 18-24. (See TaxNewsFlash-Canada No. 2017-
46, “Small Business Tax Rate Drops to 9% by 2019”). 
 

The proposed new rules would apply to the 2018 and subsequent tax years. As a 
result, you and your tax advisor may want to consider reviewing your situation and 
possibly start thinking about your family company’s organizational structure, as well 
as any changes you might need to make concerning share ownership and 
distributions. 

  
 Can you benefit from the Canada Child Benefit? 

Make sure that you and your spouse (or common law partner) file your tax returns 
for 2017 — the Canada Child Benefit is based on a family’s income from the 
previous year. The CRA needs your tax return from 2017 to determine whether you 
qualify for the benefit for the July 2018 to July 2019 period. You must file your 
income tax return every year to receive the benefit. Remember, you can qualify for 
some Canada Child Benefit payments even if you are a higher-income earner, 
depending on how many children you are raising and your adjusted family net 
income. For instance, if you have two children and a family income of $148,000, you 
could be eligible for a child benefit of over $3,300. The government recently 
announced that these benefits will be increased for inflation for the 2018-2019 
period.   

 

https://assets.kpmg.com/content/dam/kpmg/ca/pdf/tnf/2017/ca-small-business-tax-rate-drops-to-9-percent-by-2019.pdf
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 Moving to a new province? 

If you are planning on moving to another province, remember that your province of 
residence on December 31, 2017 will probably be the one that you pay your taxes to 
for all of 2017. If you’re moving to a higher-tax province, you may want to delay your 
move until the new year, if possible. If you’re moving to a lower-tax province, you 
may want to take up residence there by December 31, 2017.  

 

 Have you sold your principal residence?  

If you sold your primary residence this year, keep any documents related to the sale 
on-hand for when you prepare your personal income tax return. Under the current 
rules, you must report information about the sale on your 2017 personal income tax 
return. Failing to do so means you will not qualify for a “principal residence 
exemption” on any capital gain that may arise from the sale.  

 
 Retirement and Estate Planning 

 
 Have you maximized your RRSP contributions? 

Three factors limit the amount you can contribute to an RRSP: a dollar limit ($26,010 
for 2017 and $26,230 for 2018); a percentage of the previous year's "earned 
income" (18%); and your pension adjustment, which represents the notional value of 
pension contributions made by you and your employer in the year. You have until 
March 1, 2018 to make your RRSP contribution for 2017. 

Deducting your RRSP contribution when computing your taxable income reduces 
your after-tax cost of making that RRSP contribution. For example, if the top 
marginal tax rate applies to you, and you are a resident of Nova Scotia (where the 
top marginal tax rate is a combined 54%), a $100 RRSP contribution only costs you 
$46 after tax savings. 

 
 Is it time to wind-up your RRSP?  

 
If you turned 71 in 2017 and need to wind-up your RRSP, remember that you only 
have until December 31, 2017 to make a contribution to your RRSP for 2017 (and 
not March 1, 2018). 
 

 Key Tax Deadlines and Administrative Considerations 
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 Can you reduce the taxable benefit for your company car?  

If you drive an automobile that is owned or leased by your employer, you might be 
able to reduce the taxable benefit for your use of the car for 2017. The taxable 
benefit is made up of two elements: a stand-by charge and an operating-cost 
benefit. The stand-by charge is based on the cost of the automobile to your 
employer (or the leasing cost, if it is leased). If certain conditions are met, your 
employer can reduce your standby charge by a percentage equal to your personal-
use kilometres driven divided by 20,000 km (assuming the car was available to you 
for the full 12 months). The standby charge may be reduced by any reimbursement 
you make in 2017 for your use of the car other than reimbursements of operating 
costs. If you think you may qualify for a reduced stand-by charge, be sure to contact 
your employer to discuss these opportunities well before your employer issues T4 
slips for 2017 at the end of February 2018.  

The taxable benefit for operating costs is 25¢ per kilometre of personal use for 2017. 
If your employer pays any operating costs during the year for your personal use of 
an employer-provided car and you don’t fully reimburse your employer by the 
following February 14, the 25¢ rate applies (less any partial reimbursement that you 
pay your employer by this date). If you are impacted by this, make sure you 
remember to act before the February 14, 2018 deadline. 

 
Have you paid your personal tax instalments? 
 
If you have to pay your 2017 personal tax in instalments, avoid interest and penalty 
charges by paying your final instalment by December 15, 2017. If you’re behind on 
your 2017 instalments, you can reduce or eliminate non-deductible interest and 
penalties by making a “catch-up” and advance payment now (or any time before 
December 15). If you make an extra or early instalment payment, you can offset 
some or all of the non-deductible interest that you would have otherwise been 
assessed. 

 

 Are you meeting the CRA deadlines for 2017 savings? 

If you plan to make payments that may be eligible for tax deductions or credits 
on your 2017 income tax return, you’ll need to make many of these payments by 
December 31, 2017. Other payments due during the first 60 days of 2018 may 
also be eligible for 2017 tax savings.  

See below for a list of some of the important deadlines to keep in mind as you 
review your tax position for the year. 
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Payments due by December 31, 2017 
  
• Charitable gifts  
• Medical expenses  
• Union and professional membership dues 
• Investment counsel fees, interest and other investment expenses  
• Certain child and spousal support payments 
• Political contributions  
• Deductible legal fees 
• Interest on student loans  
• Contributions to your RRSP if you turned 71 during 2017 (you will also have to wind up 

your RRSP by this date). 
 
Payments due by January 30, 2018 
   
• Interest owed on intra-family loans  
• Interest payable by you on loans from your employer, to reduce your taxable benefit. 
  
Payments due by February 14, 2018 
   
• Reimbursement of personal car expenses to your employer to reduce your taxable 

operating benefit from an employer-provided automobile.   
  
Payments due by March 1, 2018 
  
• Deductible contributions to your own RRSP or a spousal RRSP 
• Contributions to federal or provincial labour-sponsored venture capital corporations 
• RRSP repayments under a Home Buyers’ Plan or a Lifelong Learning Plan. 

 

1BWe can help 

It’s true that you only have to file your tax return once a year, but taking tax planning steps 
throughout the year will help you save money at tax time. Your KPMG adviser can help you 
review your personal or business tax plans and help you decide which steps you can take 
before the year-end to help you with the taxes you’ll pay for 2017.  

For details, contact your KPMG adviser. 
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