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Owner-Managers — Your Post-Election 2015 Tax 
Planning Check-Up  
  
November 5, 2015 
No. 2015-32 

As an owner-manager, it’s the perfect time to take stock and consider ways to improve your 
tax position for the current year now that Canada has a new government. 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 reduce taxes for yourself and your 
incorporated business.  

To help you assess your business and personal tax situation for 2015 as a part of your 
regular financial planning, KPMG has prepared a checklist with tips below. These tips, which 
include several limited time opportunities to prepare for upcoming 2016 tax changes 
expected under Canada’s new government, assume your corporation has a December 31 
year-end. Regardless, you can still use these ideas whenever your business' year-end comes 
up as well as to enhance your 2015 and 2016 personal tax savings. For more general tips on 
year-end tax savings for individuals, see our TaxNewsFlash-Canada 2015-30, “Post-Election 
2015 Personal Tax Savings — Act Fast”.  

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

• Business Tax Considerations  
• Your Stock Option Plan  
• Your Retirement  

 
 

  
 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 salary or bonuses (i.e., ordinary income) 
received in 2015 rather than in 2016, which could result in combined federal and 

http://www.kpmg.com/Ca/en/IssuesAndInsights/ArticlesPublications/TNF/Documents/tnfc1530.pdf
http://www.kpmg.com/Ca/en/IssuesAndInsights/ArticlesPublications/TNF/Documents/tnfc1530.pdf
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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% in British Columbia to a high of 3.88% 
in Alberta. 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. A cash flow and time value of money 
analysis may be prudent. 
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 Your Compensation 
 

 Have you planned an effective dividend/salary mix?  

As the owner of an incorporated business, you can choose to receive income as 
salary or dividends. To determine what’s best for you for 2015, you should carefully 
analyze the best mix of salary and dividends for you, which will depend on many 
factors including:  

• Your cash flow needs 
• Your income level 
• The corporation's income level 
• Payroll taxes on salary 
• The level of the corporation's taxable income. 

You may also want to pay yourself enough salary to allow the maximum possible 
contribution to an RRSP. The same goes for any family members you've employed. 
The maximum contribution is 18% of the previous year's earned income, up to a limit 
of $24,930 for 2015 and $25,370 for 2016. As such, you will need about $140,950 in 
salary in 2015 to make the maximum RRSP contribution for 2016.  
 
If you are in a volatile business that you feel could suffer an economic downturn, 
paying out a large salary in a profitable year to reduce company income can take 
away your option to carry back a later year's business loss in the company to 
recover corporate taxes paid, if it materializes. 

  
 
 Have you considered accruing your salary or bonus?  

Once you decide on the appropriate salary or bonus for your company to pay you, 
consider accruing the salary or bonus in the business at year-end but deferring the 
payment to you until next year (up to 179 days after the company's year-end). 
Assuming a December 31 year-end, the company gets a deduction in 2015, source 
deductions do not have to be remitted until 2016, and you don't have to include the 
amount in your income until you file your personal tax return for 2016 sometime in 
2017. Remember to weigh this planning idea against the potential benefits of 
accelerating income into 2015 to realize absolute tax savings. 

If your company claims R&D tax credits, you may want to pay yourself enough 
salary or bonus to keep the company’s taxable income at or below the federal small 
business deduction limit of $500,000. Doing so can help to enhance the benefits of 
your company’s R&D tax credits and refunds. 
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Your Investments 

 
 Have you considered accelerating payments of dividends to 2015? 

Since the tax rates are increasing in 2016, 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 
9.40% 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?”).  

It will also be interesting to see 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 Liberals have not announced how they may 
change the phase-in of this reduction.) The Liberals have 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. 

 
Family Tax Considerations 

 
 Family employment — Have you thought about paying a salary to your family?  

It’s worth considering having your company pay a salary to your spouse and/or 
children. The salary must be reasonable in light of the services they perform for the 
business (e.g., bookkeeping, administrative work, acting as a director). The CRA is 
usually fairly flexible in interpreting what constitutes a reasonable salary, provided 
services are genuinely being provided. Note that the extra cost of any payroll taxes 
and Canada Pension Plan contributions should be weighed against potential tax 
savings expected.  
 
 
 

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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 Business Tax Considerations 
 
 Are you properly timing your purchase and sale of fixed assets?  

If your company has a depreciable asset you're thinking about selling that will be 
subject to recaptured depreciation, consider holding off on closing the sale until after 
your 2015 corporate year-end, as long as it makes sense for your business. That 
way, you'll be able to claim capital cost allowance (CCA) on the asset for one more 
year. You'll also defer the recapture arising from the sale until 2016 when the small 
business tax rate is scheduled to decrease to 10.5% (from 11%) for 2016. 

On the other hand, if you're considering buying any depreciable assets, try to 
acquire them by December 31, 2015 (assuming your company has a December 31 
year-end). As long as you can actually put the asset to use in your business this 
year, acquiring the asset just before the company's year-end will accelerate the 
timing of your tax write-off — you'll be able to claim CCA on the asset for 2015 at 
half of the CCA rate otherwise allowable (due to the "half-year" rule). You'll also be 
able to claim CCA at the full rate for all of 2016. 

 
 Have you considered repaying shareholder loans?  

If you borrow money from your corporation at low or no interest, you are generally 
considered to have received a taxable benefit from the corporation equal to the 
CRA's current 1% prescribed interest rate, minus any interest you actually pay 
during the year or within 30 days after the end of the year.  

Unless the loan is for a limited number of qualified purposes, it will be included in 
your income for tax purposes unless you repay it within one year after the end of the 
company's taxation year in which the loan was made. For example, if your company 
has a December 31 year-end and it made you a loan on October 1, 2014, you must 
repay the loan by December 31, 2015 to avoid paying tax on the amount of the loan 
as income in your 2014 personal tax return.  

 Have you applied for apprentice and co-op tax credits? 

If your company claims federal or provincial tax credits for apprentices and co-
op students you employ, you already know these tax credits can provide a 
valuable cash flow boost to your business. If you don't claim these credits, it's 
worth the time to check on whether you qualify. It's important to gather the 
proper documents to support your claim for these credits, such as 
apprenticeship training agreements, as soon as possible because it can be 
difficult to get these documents after apprentices have left your employ and 
moved on. If your apprentices or co-op students are leaving your company at 
the end of the year, now is a good time to make sure you have all the paperwork 
you need from them. 
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Are your closely related group GST/HST elections in order?  
 
Under new rules, if your company is a member of a closely related group of 
qualifying corporations and partnerships that has elected to make closely related 
group elections with other qualifying members of the group, you must file an 
election form with the CRA no later than December 31, 2015 for elections in 
place before 2015 that were still in effect as of January 1, 2015. Under this 
election you do not have to account for GST/HST on certain taxable transactions 
of property and services with another qualifying member of the same group. 
Similar rules apply for QST purposes. 

If your company has elected or is planning to make such an election, you should 
carefully review the election’s conditions before the required filing deadline. 
Under the new rules, for new elections made after 2014, qualifying members 
must file the new election form with the CRA no later than the earliest of the day 
one of the members is required to file a GST/HST return for the reporting period 
that includes the day on which the election becomes effective. For more details 
see TaxNewsFlash-Canada 2014-44, “Action Required — Review New GST 
Closely-Related Group Election Rules”). 

 
 

  
Can you reduce the taxable benefit for your company car?  

If you drive an automobile provided by your company, 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 
met, you can reduce your standby charge by a percentage equal to your personal-
use kilometres driven divided by 20,000 (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 the company pays any operating costs during the year for your personal use of the 
company car and you don’t fully reimburse the company by the following February 
14, the 27¢ rate applies (less any partial reimbursement that you pay by this date).  
(For more planning ideas, see section 12.2 of Tax Planning for You and Your Family 
2016.) 

 Business planning — Have you considered other opportunities? 

Other opportunities may be available to you and your business. For example you 
could:  

• Take steps to keep the corporation a small business corporation at all times 
• Consider crystallizing your lifetime capital gains exemption 
• Maximize capital dividend payments and clear out the capital dividend account 

https://www.kpmg.com/Ca/en/IssuesAndInsights/ArticlesPublications/TNF/Pages/tnfc1444.pdf
https://www.kpmg.com/Ca/en/IssuesAndInsights/ArticlesPublications/TNF/Pages/tnfc1444.pdf
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• Consider a tax-free repayment of capital. 
• Consider transferring non-personal assets (e.g., an investment) to the 

corporation to establish a shareholder loan from which you may be able to later 
withdraw corporate funds on a tax-free basis. Other tax and non-tax issues must 
be considered, however, before an actual transfer is made. 

For more details on these opportunities, as well as other strategies you can use to 
keep your tax bill low, see chapter 14 of KPMG’s latest book Tax Planning for You 
and Your Family 2016. 

 

 
 

 
Your Stock Option Plan 

Do you have a stock option plan for your employees? 

It’s not currently clear whether the Liberals’ election pledge to cap the amount that 
taxpayers can claim through the 50% stock option deduction may apply to your 
incorporated business. Generally, the effect of this deduction is to tax the stock 
option benefit at the same inclusion rate as a capital gain. In the case of Canadian-
controlled private corporation stock options, an employee can claim a 50% 
deduction of the stock option bought at the time of disposition of the shares. To 
qualify, the shares must be held for at least two years and the employee must deal 
at arm’s length with their employer. 

Although specifics of this potential measure have not yet been announced, including 
whether this measure will apply to Canadian-controlled private corporations, the 
Liberals have said that employees with up to $100,000 in annual stock option gains 
will be unaffected by a cap. You will want to follow the new government’s plans to 
change the taxation of stock options and to evaluate the potential effect on your 
existing stock option program. 

 
Your Retirement 

 
 Estate planning — Have you reviewed your will?  

If your estate plan includes creating a trust to pass on your business within your 
family, you should review your will in light of new legislation to tax certain trusts 
at the top marginal tax rate rather than the lower graduated tax rates, effective in 
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 
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(see TaxNewsFlash-Canada 2015-31, “New Estate Tax Changes — Act Before 
December 31, 2015”). 

We can help 

Tax planning should be an important part of your efforts to get the most out of your 
businesses' financial resources. Though you only have to file your tax returns once a year, it's 
the tax planning steps you take throughout the year that will help you and your business save 
money at tax time. Your KPMG Enterprise adviser can help you review your personal and 
business tax situation and determine what steps you can take before the corporate year-end 
to minimize the taxes you and your business pay for 2015. For details, contact your KPMG 
Enterprise 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. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

http://www.kpmg.com/Ca/en/IssuesAndInsights/ArticlesPublications/TNF/Documents/tnfc1531.pdf
http://www.kpmg.com/Ca/en/IssuesAndInsights/ArticlesPublications/TNF/Documents/tnfc1531.pdf
http://www.kpmg.ca/taxapp
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Appendix — Combined Top Marginal Tax Rates 2016 vs 2015 
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Information is current to November 5, 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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