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Post-Election 2015 Personal Tax Savings — Act Fast   
  
October 28, 2015 
No. 2015-30 

Now that Canada’s federal election is over and the year is coming to an end, it’s time to take 
stock and consider your 2015 and 2016 tax positions. A new Canadian government that 
campaigned on significant tax changes means that you may only have a few weeks left to 
properly address time-sensitive issues to help maximize your 2015 personal tax 
opportunities.   

KPMG has prepared the following checklist to help you assess your tax situation for 2015 
and make the most of usual year-end planning as well as limited time opportunities to 
prepare for upcoming 2016 tax changes expected under Canada’s new government. 
Although these tips can be helpful as you prepare for the new year, remember that effective 
personal financial planning is best when considered year-round, and not just when you file 
your tax return at year-end.  

For more details on these opportunities, as well as other planning ideas you can use to keep 
your tax bill low, see KPMG’s latest book Tax Planning for You and Your Family 2016, which 
will be available soon.  

Tax issues to consider before 2016 
 
• Your Top Income Tax Rate for 2016 
• Your Stock Options 
• Your Investments 
• Family Tax Considerations 

• Retirement and Estate Planning 
• Administrative Considerations 
• Other Possible Post-Election Tax 

Changes 
 

  
 
 
 

Your Top Income Tax Rate for 2016 
 
Have you considered accelerating income into 2015 to realize absolute tax 
savings?  

You should consider accelerating income into 2015 versus 2016 (or, where possible, 
deferring expenses or deductions until 2016) if you are affected by the newly elected 
Liberal government’s election platform promise to introduce a new 33% tax bracket 
(up from 29%) for annual incomes of more than $200,000. Since it appears that the 
rate increase will not take effect until 2016, individuals at the new top marginal tax 
rate will realize a 4% federal savings on ordinary income (such as salary or 
bonuses) received in 2015 rather than in 2016, which could result in combined 
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federal and provincial absolute tax savings ranging from 1.9% in British Columbia to 
7.75% in Alberta, depending on your province of residence (see table below).   

The same absolute tax savings are also available for other types of ordinary income 
such as investment income like interest, rents and royalties, as well as business 
income earned personally.  

 

Accelerating other kinds of income into 2015 versus 2016 could also yield tax 
savings. Depending on your province of residence, you could see absolute tax 
savings on capital gains ranging from 0.95% to a high of 3.88%. To determine how 
much the absolute tax savings is on the different types of income in your province, 
see the Appendix at the end for a full breakdown of tax for capital gains, eligible 
dividends and non-eligible dividends. 

Before you accelerate income into 2015 (or defer expenses or deductions into 
2016), weigh the benefit of any potential savings against the cost of prepaying 
income tax in 2015 and remember to consider the effect of payroll taxes, withholding 
tax in the case of salary or bonus payments and possibly the alternative minimum 
tax. This is because, to realize these absolute tax savings, income will be taxed in 
an earlier year than it would otherwise be. Some cash flow and time value of money 
analysis may be prudent. 
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Your Stock Options 

 
 Do you have significant stock option gains? 

If you have more than $100,000 in annual stock option gains, consider taking action 
to protect those gains before the Liberals fulfill an election pledge to cap the amount 
that taxpayers can claim through the 50% stock option deduction. Generally, the 
effect of this deduction is to tax the stock option benefit at the same inclusion rate as 
a capital gain. 

To mitigate the effect of any new cap, you may choose to exercise options that are 
"in the money", or obtain grants of new stock options in the hopes that any 
legislation to cap stock option deduction claims for 2016 and future years might 
include a relieving grandfathering clause or transitional rules. 

Although specifics of this potential measure have not yet been announced, the 
Liberals have said that employees with up to $100,000 in annual stock option gains 
will be unaffected by a cap.  

 
Your Investments 

 
 Have you considered accelerating payments of dividends to 2015? 

Since the tax rates are increasing in 2016, if you have your own incorporated active 
business or an investment holding company, you may want to consider accelerating 
the payment of eligible dividends into 2015 to achieve absolute tax savings that 
range from 2.62% in British Columbia to a high of 10.69% in Alberta. In the case of 
non-eligible dividends, absolute tax savings range from 2.63% in British Columbia to 
9.56% in Alberta, depending on your province of residence (see the Appendix at the 
end for a full breakdown).  

As a cautionary note, however, if you need to pay intercorporate dividends through a 
corporate group to provide cash flow for your company to pay dividends to you 
personally, you should carefully review the 2015 federal budget's proposed change 
that recharacterizes certain tax-free intercorporate dividends as capital gains subject 
to tax. The recent changes significantly broaden the circumstances in which the anti-
avoidance rule can apply, and many standard corporate transactions that give rise to 
dividends may now be caught by this rule (see TaxNewsFlash-Canada 2015-23, 
“Are Your Tax-Free Inter-Corporate Dividends in Jeopardy?”).  

Individuals who have their own active business will also be interested in seeing how 
the Liberals plan to reduce the small business tax rate to 9% (from 11%). (Under the 
current law, the tax rate will fall to 9% over four years starting in 2016, but the 

https://www.kpmg.com/Ca/en/IssuesAndInsights/ArticlesPublications/TNF/Pages/tnfc1523.pdf
https://www.kpmg.com/Ca/en/IssuesAndInsights/ArticlesPublications/TNF/Pages/tnfc1523.pdf
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Liberals have not announced how they may change the phase-in of this reduction.) 
In addition, the Liberals also clarified that they intend to ensure that Canadian-
controlled private corporation (CCPC) status is not used to "reduce personal income 
tax obligations for high-income earners rather than supporting small businesses". 
There are no more details available at this time about this potential measure. 

 
 Have you considered tax loss selling?  

If you own investments with unrealized losses, consider selling them before year-
end to realize the loss and apply it against your capital gains realized during the year 
or in the three prior years. Make sure you don’t run afoul of the special tax rules 
including those designed to stop the artificial creation of tax losses. If you intend to 
do any last-minute 2015 trades, consider completing all trades before December 25, 
2015 and be sure to confirm the settlement date with your broker (see section 6.2.2 
of Tax Planning for You and Your Family 2016). 

 
 Have you maximized your TFSA contribution? 

Under the current law, you can make a contribution of up to $10,000 to a TFSA for 
2015, as long as you are 18 or older and resident in Canada. The Conservative 
government increased the TFSA limit to $10,000 for 2015 (from $5,500), and 
although the Liberals' election platform promises to cancel this increase and reset 
the limit back to $5,500, it’s likely that this change will not be effective until the 2016 
tax year. As a result, it’s worth considering making the full $10,000 TFSA 
contribution for 2015. It is not yet clear how the new government plans to implement 
this promise to roll back the limit.  

 Family Tax Considerations 
 
 

 
Have you considered filing early to quickly benefit from the Family Tax Cut 
credit?  

If you have a child under 18 and you and your spouse are in different tax brackets, 
you could be looking at an additional tax credit of up to $2,000 on filing your taxes 
for 2015. Although the Liberals have promised to cancel the Family Tax Cut credit, 
there has been no indication that it won’t still be available for 2015. As a result, you 
should still be able to claim this credit to allow income sharing of up to $50,000 for 
eligible couples for 2015, which could result in a tax credit of up to $2,000 per family. 
If you are able to benefit from this credit and therefore expect a bigger refund this 
year, you should file your 2015 tax return as soon as possible to receive your money 
faster (see TaxNewsFlash-Canada 2014-46, “Surprise Family Tax Cuts Take Effect 
Now”). 
 
 

http://www.kpmg.com/Ca/en/IssuesAndInsights/ArticlesPublications/TNF/Pages/tnfc1446.pdf
http://www.kpmg.com/Ca/en/IssuesAndInsights/ArticlesPublications/TNF/Pages/tnfc1446.pdf
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 Have you thought about family income splitting?  

The CRA’s historically low prescribed interest rate once again 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 first quarter of 
2016, and by having the family member invest the borrowed funds at a higher rate of 
return, you can shift 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 
indefinitely (see chapter 5 of Tax Planning for You and Your Family 2016). 

 
 

 
Are you on the move?  

If you’re planning to move to another province at the end of the year, remember that 
your province of residence on December 31, 2015 will generally be the province to 
which you pay your taxes for all of 2015. 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 before December 31 
(see chapter 13 of Tax Planning for You and Your Family 2016 for more on the tax 
implications of moving). 

 
 

 
Have you caught up on any outstanding tax instalments? 

If you are required to pay 2015 personal tax instalments, remember that your final 
instalment must be paid by December 15, 2015 to avoid interest and penalty 
charges. If you’re behind on your 2015 instalments, you may be able to reduce or 
eliminate non-deductible interest and penalties by making a “catch-up” and advance 
payment now (as soon as possible but before December 15). If you make an extra 
or early instalment payment, the “contra-interest” rules will apply to offset some or all 
of the non-deductible interest that will otherwise be assessed (see section 9.2.2 of 
Tax Planning for You and Your Family 2016). 
 

 Retirement and Estate Planning 
 
 Have you maximized your RRSP contributions? 

Three factors limit the amount you can contribute to an RRSP: a dollar limit ($24,930 
for 2015 and $25,370 for 2016); 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 
February 29, 2016 to make your 2015 contribution. For example, an RRSP 
contribution for 2015 of $24,930 would result in tax savings of up to about $11,500 if 
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you are in a top marginal tax bracket of 46% (see chapter 3 of Tax Planning for You 
and Your Family 2016). 

In light of the anticipated increase to the top marginal tax rate for 2016 of 
between 1.90% and 7.75% (depending on the province), you may want to 
consider making the contribution in 2015 but deferring the deduction for your 
2015 RRSP contribution until your 2016 taxation year to realize absolute tax 
savings of up to 7.75% depending on your province of residence. Before doing 
so, however, you should carefully consider other factors such as the time value 
of money and the effect on your cash flow since you’ll have to pay higher 2015 
personal taxes.  

 
 Have you reviewed your will?  

If your estate plan includes creating a trust in your will, you should review your 
will in light of new legislation to tax certain trusts at the top marginal tax rate, 
effective January 1, 2016. You may also be affected by a surprising change that 
will tax accrued gains in spousal trusts in the deceased’s beneficiary’s hands 
(and not in the trust itself). Also, if you plan to make gifts to charity through your 
will or estate, you may be able to benefit from new flexibility in the use of your 
estate’s donation tax credits (see TaxNewsFlash-Canada 2014-49, “New Tax 
Regime May Upset Your Estate Planning”). 

 Do you need to apply for early CPP benefits?  

If you are a new retiree considering receiving early benefits under the Canada 
Pension Plan (CPP) before you turn 65, you should consider applying for these 
benefits by the end of 2015. Otherwise, changes to the CPP early pension reduction 
that started in 2012 and are being phased in until 2016 will reduce the benefits you 
will receive (see section 20.3 of Tax Planning for You and Your Family 2016). 
 

 Is it time to wind up your RRSP?  
 
If you turn 71 and must wind up your RRSP in 2015, remember that you only 
have until December 31, 2015 (and not February 29, 2016) to make a 
contribution to your RRSP for 2015 (see section 20.4 of Tax Planning for You 
and Your Family 2016). 
 

 Administrative Considerations 
 

 Can you reduce the taxable benefit for your company car?  

If you drive an automobile owned or leased by your employer, your taxable benefit 
for your use of the car may be reduced for 2015. The taxable benefit consists of two 
elements: the standby charge and the operating cost benefit. If certain conditions are 

http://www.kpmg.com/ca/en/issuesandinsights/articlespublications/tnf/pages/tnfc1449.pdf
http://www.kpmg.com/ca/en/issuesandinsights/articlespublications/tnf/pages/tnfc1449.pdf
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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 2015 for use of the car other than the portion relating to 
the operating cost.  

The taxable benefit for operating costs is 27¢ per kilometre of personal use for 2015. 
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 27¢ rate applies (less any partial reimbursement that you 
pay your employer by this date). (For more planning ideas, see section 12.2 of Tax 
Planning for You and Your Family 2016.) 

 
 Are you meeting the CRA deadlines for 2015 savings? 

If you plan to make payments that may be eligible for tax deductions or credits on 
your 2015 income tax return, keep in mind that you’ll need to make many of these 
payments by December 31, 2015 (see chapter 2 of Tax Planning for You and Your 
Family 2016). Other payments due during the first 60 days of 2016 may also be 
eligible for 2015 tax savings. Depending on your tax bracket, you may want to 
consider whether it makes sense to defer taking certain deductions until 2016 for 
absolute tax savings. 

See below for a list of important deadlines to keep in mind as you review your tax 
position for the year. 

 
Payments due by December 31, 2015 
  
• Charitable gifts (It’s not yet clear whether the donation tax credit will be at the 

anticipated new federal 2016 tax rate of 33% for donations of more than $200 or 
whether the credit will continue to be computed at the current 29% top bracket for 
2016. This may affect the timing of claiming your charitable donations tax credits.) 

• 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 2015 (you will also have to wind up 

your RRSP by this date) 
• Payments eligible for the children's fitness and arts tax credits 
  
Payments due by January 30, 2016 
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• Any interest owed on 2015 intra-family loans  
• Any interest payable by you on loans from your employer, to reduce your taxable 

benefit 
  
Payments due by February 14, 2016 
   
• Reimbursement of personal car expenses to your employer to reduce your taxable 

operating benefit from an employer-provided automobile   
  
Payments due by February 29, 2016 
  
• 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. 
 

 
 
 
 

 
Other Possible Post-Election Tax Changes 
 
How will you be affected by other potential tax changes in the Liberals’ 
platform on your personal financial situation? 

The Liberals' platform also includes changes to other tax measures including: 

• Canada Child Benefit — The Liberals plan to replace the previous government's 
Universal Child Care Benefit (UCCB) with a Canada Child Benefit. The Liberals 
say that families with children that have annual household incomes of less than 
$150,000 will "receive more in monthly child benefit payments than under Mr. 
Harper's system" 
 

• Students — The Liberals say they will eliminate the textbook and education tax 
credits and replace them with "upfront non-repayable grants"  
 

• Employment Insurance — The Liberals also pledge to end the rule that requires 
new workers and those re-entering the workforce to accumulate 910 hours of 
work to qualify for EI benefits. The Liberals also say they will reduce the waiting 
period for benefits to one week (from two)  
 

• Old age security — The Liberals say they will reverse measures to increase the 
eligible age to receive Old Age Security benefits back to 65 (from 67) 
 

• Home Buyers’ Plan — The Liberals intend to allow Canadians impacted by 
certain life changes (e.g., job relocation, death of a spouse, marital breakdown, 
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accommodating an elderly family member) to access the Home Buyers’ Plan 
without tax penalty.   

We can help 

Tax planning should be an important part of your efforts to get the most out of your financial 
resources. Though you only have to file your tax return once a year, it’s the tax planning 
steps you take throughout the year that will help you save money at tax time.  

Your KPMG adviser can help you review your personal or business tax situation and 
determine what steps you can take before the year-end and early in the new year to minimize 
the taxes you’ll pay for 2015. For details, contact your KPMG adviser. 

Download KPMG’s Tax Hub Canada app 
KPMG’s Tax Hub Canada app provides timely and convenient tax news to your iPhone, 
iPad, BlackBerry and Android. Download now. 

Appendix — Combined Top Marginal Tax Rates 2016 vs 2015 

 

http://www.kpmg.ca/taxapp
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Information is current to October 28, 2015. The information contained in this TaxNewsFlash-Canada is of a general 
nature and is not intended to address the circumstances of any particular individual or entity. Although we endeavour 
to provide accurate and timely information, there can be no guarantee that such information is accurate as of the 
date it is received or that it will continue to be accurate in the future. No one should act upon such information 
without appropriate professional advice after a thorough examination of the particular situation. For more information, 
contact KPMG’s National Tax Centre at 416.777.8500. 
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