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Ten Important Things to Consider 

When Preparing Your Tax Return 
 

Capital Losses 
(Complete Schedule 3 – affects line 127 on your T1 tax return.  Losses of prior years are deducted on line 253. To carry 
losses back to a prior year, complete a T1A - Request for Loss Carryback.) 
 

Capital losses are not desirable things to incur, but they can come in handy at tax time.  If you end up 
with a net capital loss in any year in a non-registered account, the amount can be carried back to 
recover taxes paid on capital gains in any of the three preceding years.  Barring significant 
differences in your marginal tax rates in any of those years you will generally prefer to apply loss 
carry backs against the oldest capital gains since this may be your last opportunity to recoup the 
taxes you paid on those gains.  If you do not have the scope to carry capital losses back you can 
carry them forward indefinitely and use them to offset future capital gains.  While you will likely want 
to apply them as soon as possible, you can choose to use them at a slower pace if you will gain 
greater tax savings by doing so. 
 

Pension Splitting 
(Complete the Federal Worksheet and form T1032 Joint Election to Split Pension Income – affects line 210 of the 
pensioner's T1 tax return and line 116 of the pension transferee's.  Also affects line 437 both spouses' T1 tax returns and 
line 314 on both spouses' Schedule 1.) 
  

If you are collecting pension income, quite literally the last thing you should do before filing your tax 
return is to calculate the benefits of pension splitting.  Taking this approach will ensure that you elect 
to split the optimum amount.  You may or may not have elected to split Canada Pension Plan (CPP) 
Benefits with your spouse.  That is a permanent action and has to be dealt with directly with the CPP 
and cannot be undertaken as part of preparing your income tax return.  On the other hand you can 
elect each year when filing your tax return to have your spouse report up to half of certain other 
pension benefits you received that year.  Regular payments from an employment related pension are 
eligible regardless of the age of the pensioner.  Regular payments from a RRIF and from employment 
related annuities are eligible provided the pensioner is at least 65 years old.  OAS is not eligible for 
splitting.  If one spouse is in a lower tax bracket than the other there are tax savings to be had in 



reallocating some pension income from the spouse in the higher tax bracket to the one in the lower 
tax bracket.  Those savings could be bigger than you imagine if the pension splitting exercise results 
in reducing the OAS clawback for the higher income spouse. 
 

RRSP Contributions 
(Complete Schedule 7 – affects line 208 on your T1 tax return) 
 

One often overlooked fact is that you do not have to deduct RRSP contributions in the year they are 
made.  This is a point of particular importance for those whose taxable incomes are a bit below the 
two main zones where marginal tax rates rise measurable.  In 2012, combined federal and Ontario 
marginal rates rise from 20.05% on incomes below $39,020 to 31.15% above $42,707.  This means 
that above that zone each additional dollar of income attracts an extra 11.1 cents of income tax than 
below it.  It also means that RRSP deductions that offset income above that level save an additional 
11.1 cents of tax per dollar than if they were applied against income below that zone.  Similarly, the 
marginal tax rate on income below $78,043 is 32.98%. Above $85,414 it is 43.41%.  If your income is 
likely to move above this zone in the near future you may be able to save an extra 10.43 cents of tax 
per dollar of contribution by waiting to claim the deduction against the higher taxable income a year or 
two down the road. 
 

Charitable Donations 
(Complete Schedule 9 – affects line 349 on Schedule 1) 
  

The first $200 of donations claimed in any year attract a federal tax credit of 15% and a provincial 
credit (5.05% in Ontario) and the balance in excess of $200 attract a federal tax credit of 29% and a 
provincial credit (11.16% in Ontario).  This means that the first $200 of donations claimed any year 
will save you about 20% of the donations off your income tax bill.  However donation claims above 
$200 will save you about 40%.  If your donations in any year add up to less than $200 you may want 
to delay claiming them until a future year when you have accumulated more than $200 worth of 
donations in order to get the higher tax credit rate on some of your donations.  Donations from any 
particular year can be carried forward for up to five years.  Married couples have the option of having 
one spouse claim all the donations for both spouses.  This too will help maximized the tax credits you 
get for your charitable donations.  The maximum amount of donations you can claim in any one year 
is 75% of your net income that year. 
 

Medical Expenses 
(Complete Schedule 5 - affects line 330 on Schedule 1) 
  

You can claim medical expenses for any 12 month period ending in the tax year.  You can claim 
expenses incurred for yourself, your spouse and dependent children under the age of 18.  Since the 
allowable claim for medical expenses is reduced by up to 3% of your net income, it will often be 
beneficial to have medical expenses claimed by the lower income spouse in order to maximize the 
tax savings.  Premiums paid for private medical insurance qualify as medical expenses. 
 

Carrying Charges 
(Complete Schedule 4 – affects line 221 on your T1 tax return) 
 

There are a number of investment related expenses you can deduct from income.  Fees for 
investment management, advice, administration, recordkeeping or safekeeping (including safety 
deposit box rental fees for the final time in 2012) paid directly by you that are related to investments 
not held in a registered plan can be deducted.  So can interest paid on money borrowed to invest in 
non-registered investments that either produce income or have even the slightest possibility of paying 
income in the future.  Generally, you can also deduct accrued interest paid when purchasing a bond 
in the secondary market.  Interestingly, fees paid to prepare your income tax return are not tax 
deductible. 



 
 

Public Transit Passes 
(Affects line 364 on Schedule 1) 
 

If you buy monthly or annual public transit passes to get around, save them.  All such passes you, 
your spouse or your dependent children under 19 use during any calendar year can be claimed on 
your tax return.  The total amount spent will entitle you to a federal tax credit of 15%. 
 

Tuition Expenses and Student Loan Interest  
(Complete Schedule 11 and provincial equivalent) 
 

Students attending a post-secondary educational institution are entitled to credits for their tuition fees 
and an allowance for “textbooks”.  Many students have sufficiently low income that they cannot fully 
use these credits currently.  They are entitled to carry these credits forward indefinitely or they can 
elect to transfer unused education credits to a spouse, parent or grandparent.  
 
Interest paid on official student loans issued under the Canada Student Loan Act or the Canada 
Student Finance Assistance Act is eligible for credits.  Such credits can be carried forward for up to 
five years if they are not needed in the year they are incurred, but are not transferable.  Interest 
incurred on other loans to finance education is not tax deductible. 
 

Family Caregiver Amount 
(Complete Schedule 5 – affects line 303, 305,315 or 367 on Schedule 1) 
  

New for 2012, the caregiver of a family member with a physical or mental infirmity who qualifies for 
spousal credit, in-home care credit or child tax credit may claim $2,000 over and above the amount 
otherwise claimable for the spousal amount, the eligible dependant amount, the amount for children 
or the caregiver amount.  This requires a doctor's statement of the infirmity, stating when it started 
and its likely duration (similar to the disability tax certificate).  A caregiver may claim more than one 
caregiver amount but only one caregiver amount can be claimed for each dependant. 
 

Healthy Home Renovation Tax Credit 
(Line 6311 of form ON479 Ontario Credits)  
  

New for 2012 and available in Ontario (15% credit) and B.C. (10% credit), the Healthy Home 
Renovation Tax Credit allows you to claim up to $10,000 in renovation expenses incurred to allow 
seniors to be more mobile or functional in their homes.  These expenses may be claimed by the 
senior homeowner or any qualifying relative who shares the home with the senior.  As this tax credit 
is now available each year, you should consider it when making future eligible home renovations. 
 
 
 
If you have any questions concerning RRSPs, TFSAs or RESPs or would like more detailed 
information, please feel free to contact us by phone or e-mail us at Graham.Tench@nbc.ca or 
Denis.L'Heureux@nbc.ca. 
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