
As usual, the recent federal budget made some people happy and angered others.

Although there weren’t many changes that impact on personal financial planning, here

are some points you should be aware of:

••    TThhee  rreessttrriiccttiioonnss  oonn  ffoorreeiiggnn  ccoonntteenntt  ffoorr  aallll  ffoorrmmss  ooff  rreeggiisstteerreedd  ssaavviinnggss
ppllaannss  hhaavvee  bbeeeenn  eelliimmiinnaatteedd.. While this doesn’t mean that you should rush out to

buy more foreign investments, it may be timely to review your overall investment strat-

egy in light of the new situation.

••    RRRRSSPP  ccoonnttrriibbuuttiioonn  lliimmiittss  wwiillll  bbee  iinnccrreeaasseedd  bbyy  $$11000000  ppeerr  yyeeaarr,,  ssttaarrttiinngg  iinn
22000077  aanndd  ccoonnttiinnuuiinngg  ttoo  22001100.. Current limits are $16,500 for 2005 and $18,000 for

2006. Higher income earners will benefit from additional tax sheltering as they save

for their retirement.

••    BBootthh  tthhee  bbaassiicc  ppeerrssoonnaall  aammoouunntt  aanndd  tthhee  ssppoouussee  oorr  ccoommmmoonn  llaaww  ppaarrttnneerr
aammoouunntt  wwiillll  bbee  ssuubbjjeecctt  ttoo  ggrraadduuaall  iinnccrreeaasseess  eeaacchh  yyeeaarr  uupp  ttoo  22000099.. These

increases will be in addition to annual inflation adjustments, and will bring the credits

up to $10,000 and $8,500 respectively by 2009. For 2005, we will see an increase of

$100 in the amount that can be earned tax-free.

••    CClliieennttss  wwhhoo  hhaavvee  ffuunnddss  iinn  aa  lloocckkeedd--iinn  RRRRSSPP  tthhaatt  oorriiggiinnaatteedd  ffrroomm  aa  
ffeeddeerraallllyy  rreegguullaatteedd  ppeennssiioonn  ppllaann  wwiillll  bbee  pplleeaasseedd  ttoo  hheeaarr  tthhaatt  tthhee  rreeqquuiirree--
mmeenntt  ttoo  aannnnuuiittiizzee  tthheessee  ffuunnddss  bbyy  aaggee  8800  hhaass  bbeeeenn  rreemmoovveedd.. This will affect

former employees of the federal government, as well as federally regulated industries

such as the banks and airlines.

••    CCaannaaddaa  DDeeppoossiitt  IInnssuurraannccee  CCoorrppoorraattiioonn  ((CCDDIICC))  ccoovveerraaggee  hhaass  iinnccrreeaasseedd
ffrroomm  $$6600,,000000  ttoo  $$110000,,000000  ppeerr  ppeerrssoonn  ppeerr  ffiinnaanncciiaall  iinnssttiittuuttiioonn.. This higher

level of coverage brings the banks on par with the credit union system, providing a

higher level of security for those who hold large cash deposits and GIC accounts with

member institutions.

••    TThhee  mmeetthhoodd  ooff  ccaallccuullaattiinngg  wwiitthhhhoollddiinngg  ttaaxxeess  oonn  rreegguullaarr  RRRRIIFF  wwiitthhddrraawwaallss
hhaass  cchhaannggeedd.. Previously, the tax rate was based on each individual withdrawal

above the minimum amount. For example, if an individual withdrawal was under

$5000, a 10% withholding tax applied. Now, the withholding tax will be based on the

total amount that will be withdrawn throughout the year. In many cases, this will result

in more tax being withheld at source. 

••    AA  nneeww  aaddooppttiioonn  ttaaxx  ccrreeddiitt  hhaass  bbeeeenn  iinnttrroodduucceedd  ssttaarrttiinngg  iinn  22000055.. A credit of

up to $10,000 is available to offset the costs of adoption, including court costs, legal

fees, travel, and translation. The credit must be claimed in the year the adoption is

finalized, and may be split between two adoptive parents.

B L Garbens Associates Inc.
45 Sheppard Avenue East, Suite 900, Toronto, ON  M2N 5W9       
Tel. (416) 227-1543   Fax (416) 227-1547
bgarbens@blgarbensassociates.com

www.blgarbensassociates.com

Federal Budget Spring 2005
2005


