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See Kurt’s Comments Inside! 

 

Tax Tickler. . . some points to consider . . . 
 

• Canadian controlled private corporations accounted 
for 54% of all corporate tax paid. 

• The 1% of Canadians who earned income in the top 
federal tax bracket paid 26% of the total personal 
taxes. 

• Of the 27.8 million individual tax filers, 36% were non-
taxable. 

• The home buyers’ plan maximum withdrawal 
increased from $25,000 to $35,000 for withdrawals 
made after March 19, 2019. Also, it is now available for 
use by those experiencing a recent breakdown in their 
marriage or common-law partnership. 

 

Tips: Reporting Issues 
 

Tips received by servers and other individuals in the 
service industry are taxable. However, since tips do not 
show up on T4 slips, some taxpayers are under the false 
understanding that they are either not taxable, or only 
partially taxable. 
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Tips: Reporting Issues (con’t) 
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examined the eligibility of a number of child care costs 
with a recreational and educational component. The 
taxpayer and his spouse worked full time and had two 
children, aged 10 and 12. 
 
The Court acknowledged two separate lines of cases 
related to eligibility of child care expenses (all informal 
and, therefore, not binding on CRA). 
 
The first set argues that the definition of a “child care 
expense” is restrictive such that recreational or educational 
activities do not qualify. The reasoning is that expenses to 
develop the physical, social and artistic abilities of the child 
would have been incurred whether or not the parents had 
been working. 
 
The second line of cases requires that one evaluate 
whether the purpose of the expense was to allow the 
parent(s) to work. A bona fide expense would not be 
denied solely because the activity was recreational or 
educational in nature. 
 
Taxpayer Wins, Mostly  

The Court accepted the second set of cases as guidance, 
noting that if Parliament had intended to limit such 
activities, it would have said so in more specific and 
restrictive language. As such, the Court accepted the 
majority of the taxpayer’s child care expenses that 
contained a recreational and educational component. 
 
Parental Discretion 

The Court found that the taxpayer’s decision to engage 
university students, who were paid $5/hour more than 
what was paid to high school students, was irrelevant as “it 
is not for the state to decide who minds the appellant’s 
children as long as the expenses are reasonable.” In other 
words, it is the parents that are responsible for choosing 
who they wish to use, and they do so, based on the child’s 
needs; this choice is an exercise of parental discretion. 
 
 

 

Kurt’s Comments: 

If you have service staff, 

remind them that tips are 

taxable and that they will 

now matter for various 

reasons.  There is more 

incentive for CRA to review 

them, and they have had 

success applying gross 

negligence penalties. 

 

 

 

 

 

 

 

 

In a February 3, 2020 Federal Court of Appeal case, the 
Court upheld the Tax Court decision that tips received by 
the taxpayer from his employment as a slot attendant at 
a casino were properly included in income and were not 
a windfall or gift. Further, the Court upheld gross 
negligence penalties (an extra 50% of the taxes at stake) 
in coming to the conclusion that the taxpayer displayed a 
“dismissive and indifferent attitude” in failing to enquire 
as to whether he should report the tips. 

 
The taxpayer also raised the issue of procedural fairness. 
The length of time CRA took to process his objection, the 
amount of interest owed, and the fact that CRA may have 
settled with other taxpayers were not relevant to the 
taxpayer’s case. 
 
Canada Emergency Response Benefit (CERB) 

During the COVID-19 shutdown of many businesses, 
many servers have relied on receiving payments under 
the CERB. To be eligible, the individual must have 
received at least $5,000 in 2019 (or in the 12 months 
prior to application) and cannot have earned more than 
$1,000 during the applicable four-week claim period 
(this rule varied slightly in the first claim period). Tips 
earned while working and declared as income counts 
toward $5,000 required previous earnings. Tips count 
towards the $1,000 test as well. 
 
Canada Emergency Wage Subsidy (CEWS) 

This subsidy, which aims to cover approximately 75% of 
the first portion of salaries, is dependent on the amount 
of “eligible remuneration” received by employees prior 
to, and during, the COVID-19 crisis. Controlled tips are 
included in eligible remuneration (and reported on T4 
slips), direct tips are not. Controlled tips are those that 
an employer receives, controls (or possesses), and then 
pays an employee. Direct tips are those paid directly to 
the employee, or those in which the employer is merely a 
conduit (the employer has no control over the amount or 
distribution.  
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Real Estate Sales: Taxable or Not? 

 
In general, gains are fully taxable where the taxpayer buys a property with the intention to 
sell for a profit (sold on “account of income"). In other cases, half the gain is taxable (sold 
on “account of capital”). When a sale on “account of capital” involves the sale of a principal 
residence, the tax may be reduced or eliminated by using the principal residence 
exemption. 
 
In a December 13, 2019 French Tax Court of Canada case, at issue was whether two 
apartment buildings sold by the taxpayer were on account of capital (as filed by the 
taxpayer) or income (as assessed by CRA). 
 
After acquiring the two apartment buildings, the taxpayer paid the tenants to voluntarily 
vacate their leases. The buildings were then renovated and sold for a profit. The taxpayer 
argued that it was only after the discovery of fundamental structural problems with the 
properties that the original plan to rent the units changed, and that the taxpayer decided to 
resell both buildings. 
 
Taxpayer loses 

The Court did not  accept the taxpayer’s argument that the corporation did not have the 
funds to finance the renovations required due to the substantial structural problems, as it 
paid large amounts to the tenants to vacate the property. Also, it concluded that it was 
highly improbable that, at the time of acquisition, the taxpayer was not aware of the extent 
of the problems affecting the properties. 
 
The following factors were also considered to indicate the property was acquired for 
resale: 
• the period of ownership (up to 18 months) was very short; 
• the director of the corporation was an experienced real estate businessman, indicating 

that he would likely have known he could make a profit by buying and selling the 
buildings quickly; 

• the buildings were located in a popular and highly sought-after area of Montreal; and 
• one of the buildings was funded fully by debt, with the other largely financed by debt. A 

portion of the purchase price was not due until a number of months after sale. 
 
The Court ruled that, on the balance of probabilities, the intention of the taxpayer was to 
resell the properties at a profit. The sale was therefore on account of income and fully 
taxable. 

 

 

Retain documentation, (emails, letters etc.), which occurred at or around the time of purchase 

to support your position as to whether the property was acquired on account of income or 

capital. 



  

 

 

Retain document  
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Federal Carbon Tax: (Con’t) 
 
Also note that a 10% top-up will apply for those residing 
in rural areas. 
 
The legislation does not set out the amounts of the 
payments. Rather, it provides that the amounts for each 
year may be specified by the Minister of Finance. Absent 
amounts specified for any specific province; the amounts 
are nil. It is not clear whether the amounts included in the 
above release are estimates, or are the amounts specified 
in accordance with this provision. Payments are expected 
to increase annually to reflect increases in the federal 
carbon tax, until at least 2022. 
 
The Government of Canada website 
(https://www.canada.ca/en/ 
environment-climate-change/services/climate-
change/pricing-pollution-how-it-will-work.html) 
provides additional information specific to each 
jurisdiction. 
 
The other provinces which are not subject to the federal 
program generally have similar systems in place which 
include the collection of levies, and a partial refund to 
individuals, with the remainder being used to fund the 
programs or other credits and direct expenditures. For 
example, in Alberta, the carbon levy is applied at a rate of 
$30/ton in 2019 to diesel, gasoline, natural gas and 
propane at the gas station and on heating bills. It does not 
apply to electricity. A carbon rebate valued at $300 for 
the first taxpayer, $150 for the spouse, and $45 for each 
child will be available with the payments beginning to be 
phased out at an income of $47,500 for individuals 
($95,000 for families). 

 

Canada Pension Plan (CPP): Costs and 

Benefits are Increasing 

 
Starting January 1, 2019, the CPP will be enhanced. This 
means that both employees and employers will be 
required to contribute more, but, retirement, survivor, 
and disability pensions will also increase. The changes 
will be gradually phased in over 7 years: Phase 1 will take 
place from 2019 to 2023; and Phase 2 will take place in 
2024 and 2025.  

 

 

 

 

 

 

Qualifying renovation  

Taxpayer wins 

The Court indicated that 

the taxpayer satisfied 

almost all, if not all, of the 

legislatively required 

purposes that the 

renovation assists with: 

gaining access to a 

dwelling, or mobility, 

access, functionality or 

reduction of harm within a 

dwelling (only one of these 

five purposes is required 

to satisfy this component 

of the definition). In 

addition, the Court 

observed that the 

renovations were of an 

“enduring and integral 

nature to the dwelling”.  

 

 

Home Accessibility Renovation Credit: 

Increase in Home Value? 
 

When applying for the home accessibility tax credit 
(HATC), valued at 15% of up to $10,000 in expenditures 
per year, does it matter if the renovation increases the 
value of my home? Yes, and No. 
 
In a December 12, 2019 Tax Court of Canada case, at issue 
was whether the taxpayer was eligible for a HATC claim 
for $10,000 of qualifying renovations for the 2016 year, 
the first year of this credit. The taxpayer’s spouse was 76 
years old and suffered from reduced mobility. The 
taxpayer incurred $11,000 in renovation costs at the 
taxpayer’s home to remove steps the Court referred to as 
“rickety” and which had no railing or landing area with a 
very sturdy deck including a 5-foot wide stairway and 
aluminum railings. 
 
CRA denied the claim on the basis that the renovations 
did not meet the definition of a “qualified renovation” and 
even if they did, they would be ineligible as they were 
made to enhance or maintain the value of the house. Note 
that a taxpayer is precluded from claiming the HATC 
where the primary intention of the renovation is to 
increase or maintain the value of the property. There was 
no dispute as to the wife being an “eligible individual”, the 
house being an “eligible dwelling”, and the taxpayer being 
a “qualified individual”. 

 
 

 
 

 

 



 

 

 

 

 

 

  

 

 

Kurt’s Comments: 

Make sure to keep all 

receipts for renovations that 

may qualify.  Some 

renovations may also be 

eligible for a medical tax 

credit. 
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Working From Home During COVID-19: 

Home Office Expenses 

In order for home office expenses to be deductible against 
employment income, the employee must be required by 
contract to incur such expenses, and one of the following 
has to be met: 
 

i. The home is where the employee principally (more 
than 50% of the time) does their work. 

 

ii. The employee uses the space exclusively to earn 
employment income, and it is used on a regular and 
ongoing basis for meeting clients, customers or other 
people in the course of performing employment 
duties. 

 
Given that the COVID-19 pandemic has required many to 
work from home, many more will likely be eligible under 
(i) than in previous years. However, at question is 
whether the workspace must be the main place of work 
in context of the entire year or just a specific period, such 
as the several months dictated by preventative COVID-19 
measures. While CRA has not yet provided their 
comment, the tax preparation community has been 
pushing for guidance in time for next tax filing season. 
 
If qualifying under provision (ii), a problematic issue is the 
requirement for regular and ongoing meetings. CRA has 
stated that those meetings must be in person; many tax 
publishers and journalists have noted that position is 
outdated and should include video and teleconference 
meetings as well. 
 
What expenses are deductible? 

A portion of household costs can be deducted, such as 
electricity, heating, water, rent, security and 
maintenance. If, and only if, the individual is a 
commissioned salesperson, a portion of property tax and 
insurance can also be deducted. No employee (neither 
commissioned sales persons nor regular employees) can 
deduct mortgage interest or capital cost allowance. 
 

 

 



 

 

Retain document  
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Working From Home: (Con’t) 

 
When calculating the deductible percentage, a reasonable 
basis should be used, such as the area of the workspace 
divided by the total finished area (including hallways, 
bathrooms, kitchens, etc.). Expenditures that relate solely 
to the workspace and employment duties do not have to 
be prorated. 
 
Other cautions 

In addition, the employee must: 
• obtain a completed T2200 (Declaration of Conditions 

of Employment) from the employer; 
• prorate the personal usage based on space (portion 

of house) and time (portion of the day used for 
work); 

• prorate expenses that do not relate to the portion of 
the year when working from home; and 

• limit expenses to the amount of related income 
earned during the year. 

 
For more information, see CRA Guide T4044. 

 
 

Business Use of the Home:  

Eligible Expenses 
 
A November 27, 2019 French Tax Court of Canada case 
reviewed various deductions claimed against the 
taxpayer’s business income derived from engineering and 
arbitration services related to the business use of his 
home. The taxpayer and CRA had agreed that 35.83% of 
the home, mainly the basement which was used as a 
business office, was used for business purposes. 
 
CRA had disallowed gardening and swimming pool 
maintenance costs which the taxpayer argued were 
business related as he met clients at his home and 
sometimes conducted arbitrations in the garden. He also 
argued that there was no personal use of the pool, but 
clients sometimes used it. CRA had also disallowed costs 
for repair and renovation of the living room, which the 
taxpayer argued made that room suitable for hosting 
arbitrations. 
 

 

Kurt’s Comments: 

Make sure your employer 

agrees you need a home 

office and you pass the CRA 

rules. 

 

 

 

 

 

 

 

 



 

 

Retain document  
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Business Use of the Home: (con’t) 
 

Taxpayer wins – in part 

The Court accepted that the gardening expenses were 
ordinary home maintenance costs, deductible in 
proportion to business use of the home (35.83% as noted 
above), allowing a deduction of $1,271. The pool 
expenses were not allowed, on the basis these were not 
ordinary expenses of a business of this nature, and the 
Court was not convinced that clients used the pool. It was 
not relevant that the taxpayer and his wife did not use the 
pool. 
 
Claims for repairs and renovations to the living room 
were denied as the taxpayer had ample space in the 
basement office and the garden to host arbitrations and 
conduct his other business activities. The living room was 
not part of the floor space making up the agreed 35.83% 
business portion of the home. As well, the evidence 
showed the renovations were required to comply with 
city regulations, including removal of a wood fireplace. 
 
 

 

Kurt’s Comments: 

 

Consider which portions of 

the home, and which 

expenditures clearly tie to 

the business use of your 

home. Retain and obtain 

documents (like client emails 

and photos of work-spaces), 

which demonstrate how 

different portions of the 

home were used for business, 

and to what extent. 

 

 

 



      

          How Kurt and Team Can Help You with Taxes 
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KURT ROSENTRETER 
Senior Financial Advisor  
And Portfolio Manager 
Manulife Securities Incorporated 
President, Life Insurance Advisor 
Upper Canada Capital 
 

Manulife Securities Incorporated 

302 – 3 Church Street 

Toronto, Ontario M5E 1M2 

Phone 416-628-5761 EXT 230 

Fax:     416-225-8650 

Kurt.rosentreter@manulifesecurities.ca 

 

Find us on the Web: 

www.kurtismycfo.com 

www.uppercanadacapital.com 

• Oversee annual tax return preparation    

• Thorough personal and business tax planning 
opportunity reviews 

• Implementing life insurance to cover taxes at death 

• Tax smart portfolio investment strategies 

• Small business advanced tax planning 

• Tax effective design of retirement cash flows 

• Tax wise Will design 

• Personal tax deductions and tax credits 

 

Upper Canada Capital is our trade name (i.e. business name) under which we offer all our services.  

Upper Canada Capital is a trade name used for both securities business and insurance business.  

Stocks, bonds, and mutual funds are offered through Manulife Securities Incorporated. Financial plans are offered  

through Manulife Securities Incorporated. Insurance products & services are offered through Upper Canada Capital Inc.  

and Manulife Securities Insurance Incorporated. 

 

Mutual funds, stocks, bonds, GICs, and Financial Planning services are offered through Manulife Securities Incorporated.  The 

opinions expressed are those of the author and may not necessarily reflect those of Manulife Securities Incorporated. 

Insurance products and services are offered through Manulife Securities Insurance Inc. (a licensed life insurance agency and 

affiliate of Manulife Securities) by Manulife Securities Advisors licensed as life agents. 

The opinions expressed are those of the author and may not necessarily reflect those of Manulife Securities Incorporated. 

Manulife Securities Incorporated is a Member of the Canadian Investor Protection Fund. 

 

Manulife, Manulife & Stylized M Design, Stylized M Design and Manulife Securities are trademarks of The Manufacturers Life 

Insurance Company and are used by it, and by its affiliates under license. 
 

 


