Economic Statement— October 30, 2007

A number of proposed changes to tax legislation were announced in the Department of
Finance's Econamic Statement on October 30, 2007 The most important from the perspec-
tive of the Personal Tax Planner are outlined below.

Reducing the General Federal Corporate Income Tax Rate

Tnis Eoconomic Statement proposes 1o reduce the general corporate income tax rate {after
the 10% abatement for income earnad in a provinge) to 19.5% effective January 1, 2008, 10 19%
effective January 1, 2009, to 18% effective January | 2010, 10 16.5% effective January 1. 201
and to 15% effective January © 2012 The rate will be pro-rated for taxanion years that nclude
any of those dates.

The rate reductions will apply 10 mncome that 1s taxed af the generat corparate ncoms
tax rate.

Dudget 20086 legisiated an enhanced dividend tax credit {DTC) to ensure that the combined
corporate and perscnal income tax rate on dividends from large corporations 15 comparable
to that on other forms of income. As a conseguence of the corporate income fax rate reduc-
lions announced in this Economic Statement, consideration wiil be given 1o adjustments o
the enhanced DTC 1o ensure the appropriate tax treatment of dividend income, as well as
aoijustrments o other rules in the fncame Tax Act that assume a specific underbying corps-
rale income tax rate.

Accelerating the Tax Reduction for Small Business

In order to help small businesses, this Economic Statement proposes to accelerate o 2008
the 05 percentage point reduction in the small busingss tax rate currently schaduled for
2008, The small business tax rate would fall to 11% effective January 1 2008,

The reduction in the smali business rate will e pro-rated for corporations with [axation years
that do not coincide with the calendar year

Cutting the GST to 5%
This Economic Statemant pronoses 1o reduce the GST rate by one percentage point. from 6%
to 5%, effective January 1, 2008,

To facilitate the transition to the lower rate, this Economic Statement proposes fransitional
rgles for determining the GST rate applicable to transacrions that straddie the Jdanuary 1,
2008 implementation date.

These rules are intended to minimize the compliance and administrative cosis of changing
o the new 5% rate. In general thay are the same as those implemeanted when the GST was
duced from 7% to 8% on July 1, 2006,
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Reducing the Lowest Personal Income Tax Rate

The lowest personal income tax rate will be reduced to 15% from 15.5% effective January
1, 2007 Tris rate will also generally be used o calculate non-refundaile ax credits and the
aiternative mindimum tax for the 2007 and subsequent Laxation years.

Raising the Basic Personal Amount

The basic personal amaouni—the amount that an indnidual can earn without paying fed-
eral personal income tax — s proposed (o be increased 1o $9.600 for 20067 and 2008, and to
SI0.00 for 2008, from its current 2007 value of $8.929. Amounts in 2010 and foilowing years
will be the amaount from the previous vear indexed according to infiation in the manner spec-
ifieg m the income Tax Act This Econorme Statement also proposes o ncreass the amaount
gpon which the spouse or common-law partner and wholly dependent relative credits are
catculated by the same amouni as the basic personal amount. so thatl 1S vaiue remains eguiv-
alent to the basic personal amount,

PLEASE NOTE: The Tax Tables at the end of this book do not reflect thase changes Please
consult your Chartered Accountant for clarnfication
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