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INntroduction

Recent tax filing statistics from CRA confirm that 86% of all tax returns filed
in Canada now use electronic processes, with the professional tax preparation
industry winning significantly in the effort CRA has putinto the digital process.
EFILERs now prepare 57% of all tax returns filed in Canada; this compares to
42% in 2011. Back then 38% of all tax returns were still filed on paper, whereas
today, only 14%—Iless than four million returns—are filed on paper. In addition,
CRA issued the vast majority of refunds electronically, through direct deposit
to 68 of tax filers.

Yet, filing atax returnisanintensely human experience. Lowincome Canadians
must use the tax system to apply for important tax benefits, like the Canada
Child Benefit. Other important social benefits, like the Canada Learning Bond
and Old Age Security, rely on the information reported on the return.

Most Canadians anticipate tax season with at least some glee—to get back
overpaid taxes—over $1700 on average—for much needed help in paying
down debt or shoring up retirement savings.

High income earners, on the other hand, have found themselves increasingly
under siege with tax rates that confiscate more than 50% of their earnings over
certain income levels, in some provinces.

Against that backdrop, CRA has become much more empowered to step up
audit activities to go after “tax cheats”. Yet, there have been many stories
of overly aggressive tactics that have caused incredible stress to ordinary
taxpayers who are simply trying to comply with their complicated tax laws
under a self-assessment system.

These Essential Tax Facts have been written to empower you in your relationship
with CRA—which is for life, by the way—so that you can keep more of your
hard earned dollars working for your financial future. This is your legal right.
Your obligation is to know and follow the tax rules, and keep records to back
up your claims.

I hope these pages will help you make the right tax moves for your household
and be audit-proof, too.

Sincerely,

Evelyn Jacks
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PART |

TAX MATCHES
The Rules



WHY PLAY?
This is About
Your Keep

WILL I HAVE ENOUGH? HOW MUCH IS ENOUGH?

If you, like millions of Canadians have ever worried about these two common
financial questions, I have some good news for you: you will likely have enough
and you'll get there faster if you engage proactively in making the right tax
moves. But that’s going require some stealth, in the form of “tax literacy”.

By definition, tax literacy is about having the knowledge and skills to navigate
your taxpayer rights so that you can control how much of your hard-earned
money is left over for your own financial dreams, and how much of it must be
given up to the Canada Revenue Agency—the CRA.

That's right. This is about your money and how much of it you get to keep, now
and for your financial future.

That’s the end game.

Here’s the issue: you have to play the game. It's not optional. Your employer
must take from the very top of your paycheque, the withholding taxes CRA
requires you to pay. You will then file a tax return to get some of that back, or
to pay up any additional balance required. Otherwise you will be penalized—
heavily—by your opponent, the CRA. That’s right, your opponent is also the
referee.

That's the bad news. But, there is also good news. It is your right to arrange
your affairs within the framework of the law to pay the least amount of taxes legally
possible. You only have to pay the correct amount of tax—not one cent more.

That’s how you start the game.
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The more you know about the options you have in playing the tax game,
especially how to use “tax preferences™, the faster you can increase your
current standard of living, and the more empowered you will be to accelerate—
and protect—your financial future from Canada’s expensive tax system.

Put another way, by making the right tax moves, you can—and should—help
yourself to the biggest refunds of your own top dollar as a first priority, by
claiming the most tax deductions and tax credits you can, without attracting
any penalties from the CRA.

Now, here’s how you win: by positioning yourself to save the most capital in
the most tax-advantaged investments, as soon as you can, you will score the
most points to advance to your end goal—financial freedom: the day that your
money works for you, and you don’t have to work at all!

Make no mistake: the matches can get tough. The tax lingo is difficult, the
rules change constantly and tax audits can be very time consuming and
intimidating. But, as you get to be really good at understanding this tax game
you will be engaged in for life, you will also be moving towards your personal
financial goal line with purpose: you will get there faster, and you will worry
less about your financial future, because you will actually have more new money
to work with, after tax. You may, in fact, be able to retire much earlier than you
thought.

So that’s the game plan.

Q Tax Moves

There's a lot to know to play the tax game with CRA, using all your tax
moves. Just be sure to keep your eye on your mission: your healthy
financial future. Tax savings are in the double-digits for most people.
That's a more reliable return than the markets put out most years. So
let’s go get them!

1 TaxPreferences: the provisionsin the Income Tax Act that give you the opportunity to pay preferred
tax rates on some income sources, a myriad of tax deductions and credits the government provides
to you to legitimately reduce the taxes you pay or take advantage of the refundable tax credits you
may be entitled to.
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