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Final Exam (2.5 hours)

Answer Booklet


ADM 3345, Sections A& B – Tax I

December 16, 2014

□  Section A with Prof. Pedwell (Monday and Wednesday mornings)

□  Section B with Prof. Kerr (Monday nights)

Student Name::  _______________________________________________________________

Student I.D.:  _________________________________________________________________

	Question #1


	/54

	Question # 2


	/20

	Question # 3


	/26

	Total:


	                                  /100


	Statement of Academic Integrity

The School of Management does not condone academic fraud, an act by a student that may result in a false academic evaluation of that student or of another student. Without limiting the generality of this definition, academic fraud occurs when a student commits any of the following offences: plagiarism or cheating of any kind,  use of books, notes, mathematical tables, dictionaries or other study aid unless an explicit written note to the contrary appears on the exam, to have in his/her possession cameras, radios (radios with head sets), tape recorders, pagers, cell phones, or any other communication device which has not been previously authorized in writing. 

Statement to be signed by the student:

I have read the text on academic integrity and I pledge not to have committed or attempted to commit academic fraud in this examination.

Signed:______________________________________  

Note: an examination copy or booklet without that signed statement will not be graded and will receive a final exam grade of zero. 


Question #1:    Comprehensive Case (Total of 15 Marks on this page)
Show all your calculations to obtain full marks!
(A)   Calculate Yelenda’s Net Employment Income for 2014.
(B)   Calculate Yelenda’s Business Income from her event planning for 2014.
(C) Calculate Yelenda’s total moving costs for 2014.  Of this amount, what is the maximum that Yelenda may be able to deduct during 2014?
Question #1:    Comprehensive Case Continued  (10 Marks for this page)

Show all your calculations to obtain full marks!

(D)   Calculate the Deductible Child Care Costs for 2014.

(E) Calculate the amount Yelenda can contribute to her RRSP for 2014.

Question #1:    Comprehensive Case Continued  (15 Marks for this section)

(F)   Yelenda sold many assets during 2014.  Identify each item sold and calculate her net proceeds from the sale of each asset.  For each asset, what is the amount that must be included on Yelenda’s income tax return?     Round UP to the nearest dollar.    
Question #1:    Comprehensive Case Continued  (Total of 14 Marks for this page)
Show all your calculations to obtain full marks!

(G) Using the aggregating formula, determine Yelanda’s Taxable Income for 2014.

Question #2:    Comprehensive Case Continued (Total of 20 Marks)

Calculate Yelanda’s Basic Federal Tax Payable, all of her eligible Tax Credits and determine her final federal tax payable.  Show all your calculations to obtain full marks! Round to the nearest dollar.
Question #2:     Continued 

Question #3:  Short Answer Problems (2 Marks each – 30Marks total)
	Question
	Answer

	1)What is the carry-forward period for non-capital losses incurred in 2013? 

	

	2)What is the maximum amount that can be withdrawn from a RRSP under the Lifelong Learning Plan (LLP)?

	

	3)Mr. Kunzelman is a Reporter for the Globe and Mail..  His sole source of income is the $74,500 of employment income he received from the Globe and Mail during 2014.  What is the filing due date of her 2014 personal income tax return?

	

	4) Mr. Barbier was a baker with George Weston Company Inc.  when he passed away on December 20, 2014.  What is the filing due date of his 2014 personal income tax return?

	

	5)  What is the maximum excess RRSP contribution a taxpayer can make without being subject to penalty?


	

	6)  A taxpayer contributes $1,000 to a federal political party.  Calculate the federal tax credit this taxpayer would receive on this contribution.
	

	7)  During the year the taxpayer made the following charitable contributions:

· Donated $500 to the United Way

· Purchased a $200 ticket for CHEO dream of a lifetime lottery 
· Donated $1,200 worth of carpentry services to the local church, and

· Donated $750 to Hockey Canada (a registered amateur athletic association)

Calculate the amount of donations eligible for the charitable donation tax credit.

	

	8)  Mr. Whitney earned $76,000 as an employee of Ernst and Young, and $1,200 in  ineligible dividends, plus he lost $15,000 farming.  What is the amount of his Net Income For Tax Purposes?
	


	Question
	Answer

	9)  The taxpayer passed away on July 30th, 2014.  When must the executor file the income tax return on behalf of the deceased taxpayer?


	

	10)  What is the carry forward period for the Personal Tax credit of $11,038?

	

	11)  The taxpayer is asked by the employer to relocate from the Toronto office to the Vancouver office.  The employer agrees to reimburse the taxpayer on any loss incurred on the sale of the taxpayer’s Toronto home.  The loss actually experienced by the taxpayer is $30,000.  How much of the $30,000 reimbursement must be added to the taxpayer’s income for Income Tax Purposes?


	

	12)The taxpayer has received a loan from their employer in the amount of $250,000.  They have agreed to pay the employer interest on that loan at the rate of 2.5%.  The bank lending rate is 5%.  The prescribed rate in the Regulations is 2%.  What is the taxpayer’s deemed interest benefit on the loan from their employer?


	

	13)The taxpayer has contribution room of $23,000 in the Tax Free Savings Account (TFSA).  In 2014, she contributed $7,000 to the TFSA.  With respect to this contribution, how much can the taxpayer deduct from her 2014 Income Tax Return?
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Information for the

Comprehensive Tax Case
Yelena Koslov heaved a sigh of relief, glad 2014 was finally over.  While she had experienced hard times often during her lifetime, 2014 was by far the most difficult.
Yelena is married to Dimitri Koslov.  It is the second marriage for them both.  Dimitri had lost his first wife in 1997 due to breast cancer.  Since they had no children together, Dimitri found himself alone and aimless.  To find purpose in his life, Dimitri volunteered at the local soup kitchen where he ended up meeting Yelena.  At the time Yelena had just divorced her unemployed, hard-drinking and abusive husband.  When she had first left him, she fled to a women’s shelter with her son, Alexei.  Once divorced and settled in a new job and a new home, Yelena volunteered at the local soup kitchen as a way of paying forward the kindnesses she had received in her time of need.  She married Dimitri in 2001 and life had been very happy.
Dimitri Koslov was a successful financial planner when not volunteering at the soup kitchen.  Yelena was a school teacher and once married, they had the financial resources to purchase a beautiful home in Ottawa.  When the children were born, Lara in 2006 and Viktor in 2009, Yelena took extended maternity leave to become a stay-at-home mother.  To remain with her children, Yelena decided she would take a leave of absence from her full-time job but remain with the school board as a part-time employee.  This permitted her to work occasionally as a substitute teacher but still remain on payroll.  Every year she made sure that her annual $795 dues to the teacher’s association were paid in full.  When the children were both in school, Yelenda planned to return as a full-time employee.  When Yelenda did work as a substitute teacher, the children would spend those days in day care.
On January 3rd, 2014, Dimitri had an appointment with a client who lived in the rural outskirts of Ottawa.  On the way home, Dimitri’s vehicle had spun out on a patch of black ice and ended up rolling and landing up-side down in the icy waters of the rural ditch.  Several truckers had seen the accident and ran to help.  While one trucker held Dimitri’s head out of the water, another cut his seatbelt off with his pocket knife.  Among the cars that had stopped, one was a carload of nurses headed to work.  They took turns applying CPR until an ambulance came and Dimitri was rushed to the Queensway Carleton Hospital in Ottawa in very bad shape.  The hospital stabilized Dimitri but by 9:00 p.m. he was being flown to Toronto’s Sunnybrook Health Sciences Trauma Centre by air ambulance!  Yelenda and the children were devastated!  By mid-January, Yelenda had arranged counselling for herself and the children.  Furthermore, Yelenda was now left alone to care for her family - physically, emotionally and financially.  She became depressed and was put on anti-depressants.
On January 6th, 2014, Yelenda visited the Superintendent of the School Board to ask for help, specifically to ask if there was a full-time teaching position available so that she could support her family.  The Superintendent listened carefully as she spoke about the doctors’ prognosis for her husband: Dimitri had suffered some brain damage from being immersed in the water for as long as he was, that he was currently in a medically induced coma and once he awakens he will never be the same as he was before, that he would be in Sunnybrook for up to a year, after which he will be an out-patient for 18-20 months for physiotherapy.  Yelenda and the Superintendent had a long discussion after which the Superintendent promised to do what he could to help.  The Superintendent knew Yolanda.  Over the years she had won many awards for her innovations in teaching while she had been a full-time teacher.  He also knew that on January 24th this year, Yelenda will be awarded a $500 gift certificate in recognition for the quality of her work as a teacher’s substitute during 2013.  Helping Yelenda was not only appropriate for such an outstanding employee but it would be good for the school board as well. 
Because Dimitri had been a self-employed financial analyst he had no medical coverage of his own. Yelenda only worked part-time, and as a result the family had limited health care coverage.  Dimitri required specialized care, much of not covered by any plan, and the bills started to arrive for Dimitri’s care.  Yelenda was forced to find the resources to pay them.  She sold a three-strand pearl necklace, originally purchased for $480, for $1,560, and her father’s stamp collection, valued at $1,080 at the time she inherited it, for $720.  Yelenda also sold a set of Babushka dolls (the Russian dolls that stack inside each other) that had been hand-carved and hand-painted by her great, great grandfather during the time of Nicholas I (early 1800s) and handed down to her through the generations.  When she inherited them, they had a FMV of $75.  These were sold as a work of art for $975 through a fine arts auctioneer who charged her 10% of the sale for his services.  As well, Yelenda owned shares in a publicly traded corporation that had paid her eligible dividends in the amount of $300.  She sold these shares for $2,000 in total.  The shares had cost her $800 and she paid $200 in broker’s fees at the time of sale.  Yelenda also received the insurance settlement for Dimitri’s car.  Although the vehicle had been purchased for $37,000, the insurance paid only the depreciated value of $29,900.
In mid-January 2014, the School Superintendent contacted Yelenda.  Although they couldn’t find a full-time position for her this late in the school year, the teacher’s substitute work they had lined up for her from February until the end of June 2014 was almost the equivalent of full-time work.  Yelenda was also told that a number of full-time positions were available in September 2014, including one in Toronto if she wanted to move closer to her husband.  Yelenda gladly accepted both the substitute work and the Toronto offer.  By December 31st, 2014, Yelenda had earned $63,000 teaching, of which $22,000 was earned as a full-time teacher in Toronto.  In total, the employer had withheld $2,000 in income taxes, $2,426 in CPP contributions, $914 in EI contributions and $1,500 in contributions to the teacher’s pension plan.  The employer matched these RPP contributions.  This income was supplemented by the monthly child support payments of $1, 050 for Alexei that Yelenda received from her ex-husband as per the child support agreement they signed in June of 1996.
To supplement her income when she wasn’t working, Yelenda began an unincorporated home-based business as an event planner, basically providing decorations, snacks, the cake and games for children’s birthday parties in their own home.  She charged $500 for the service and her costs averaged $250.  Between January and July of 2014, Yelenda had 15 customers acquire her services.  In August, Yelenda realized that she could not continue the business in Toronto because she will be too busy.  She sold the decorations and other supplies which had originally cost her $900 for a mere $200 on Kijiji.
Given that Yelenda was working virtually full-time from the beginning of February to the end of June 2014, she took Lara to day care at a cost of $815 per month.  In the summer, both Lara and Viktor were tended by Alexei.  However for two weeks in the summer, both Lara and Viktor were enrolled in Music Camp at a cost of $200 per week each.  From September to December 2014, all the children were in school and no further child care was required.  Alexei was 19 years old and attending the University of Ottawa from January to April and York University commencing in September, during 2014.  His tuition for the year totaled $8,600, and his books cost $2,380.  He and Victor required transportation passes which cost $90 per month per child and were purchased by Yelenda for the 8 months the boys were in school during 2014.

In the summer, Yelenda sold her Ottawa home.  Purchased for $356,000 in 2001, the house sold for $460,000, out of which she paid real estate commission fees of $23,000 and legal fees of $450.  The new owners took possession of the Ottawa home on August 1, 2014.  Yelenda had located her new Toronto home during one of her trips to visit Dimitri in the hospital and purchased it for $695,000.  The legal fees for the purchase amounted to $600 and the Transfer taxes were $13,600.  She arranged to take possession of her new home on August 15, 2014, so that she could get the family settled and the children enrolled in their respective schools before the school year commenced.  The movers packed the family’s possessions into the van on July 31 and the family spent the night in a hotel at a cost of $350.  The next day they drove to Toronto at a cost of $65 for gas and $54 for meals.  In Toronto, the family stayed in a hotel from August 1 to August 14 at a cost for meals and accommodation of $425 per day.  The movers charged $1,750 for the move and another $950 for storage until the Toronto house became available for the move in.  The school board, in their generosity and compassion for Yelenda’s situation, provided Yelenda with a $5,000 moving allowance.  Ordinarily no allowance was paid for teachers who were required to move to their new work location.
Yelenda earned a fairly decent amount of money as a substitute teacher, including $22,000 in 2013.  As a result, over the years she had accumulated RRSP contribution room of $12,350 which she had not used.  This year, Yelenda contributed $1,000.  With Dimitri unlikely to work at any meaningful employment again, she realized it was essential that her financial plan include saving for her old age!  Yelenda’s pension adjustment was $600.
By October, Dimitri was showing remarkable improvement.  Yelenda had high hopes that the doctors’ pessimistic prognosis would ultimately prove incorrect.  However, there was no mistaking that the family’s medical expenses not covered by any health care plan during 2014 were high:
Yelenda
$  2,200

Dimitri

$21,300

Alexei

$     900

Lara

$     900

Viktor

$  1,200

In 2014, Dimitri spent Christmas with his family in the new Toronto home!

Required:
Answer the questions in the Answer Booklet.  
Show all your calculations to obtain full marks!
2014 Federal Tax Rates

	Taxable Income
	Federal Tax
	Tax Rate on Excess

	$43,953 or less
	
	15%

	More than $43,561 but less than $87,123
	$6,593
	22%

	More than $87,907but less than $136,270
	$16,263
	26%

	More than $136,270
	$28,837
	29%


Tax Credits

Basic Personal
$11,138
Spousal
$11,138
 Less NIFTP  (+ FCA if eligible)
Eligible dependent
$11,138
 Less NIFTP  (+ FCA if eligible)
Child                                                                             $2,255     (+ FCA if eligible)         

Caregiver




$4,530  Less NIFTP in excess of $15,472  (+ FCA if eligible)
Infirm Dependent over 17



$6,589 
Less NIFTP in excess of $6,548 (+ FCA if eligible) 
Family Caregiver Amount (FCA)                                 $2,058
Disability




$7,766;
 supplement for a disabled child under 18 is an






             
 additional $4,530
Age





  $6,916
 Less 15% of NIFTP > $34,873
Pension Income
$2,000

Medical Expenses
 
Qualifying expenditures in excess of the lower of 


$2,152 or 3% of NIFTP; expenses claimed for a 


dependent over 18 must be reduced by the lesser of 


3% of the dependent’s NIFTP or $2,152 (to a max 


$10,000)
 

Canada Pension Plan
$2,425
EI
$914
Tuition Fees

As incurred

Education

$400/month full time attendance; $120/month for 


part-time attendance
Textbook

$65 per month of full-time; $20 part-time
Interest on student loans

As incurred
Adoption

As incurred to a maximum of $15,000
Canada Employment Credit
$1,127
Public Transit Credit

As incurred 
Child Fitness Credit
$500
Eligible costs to a maximum of $500

Children’s Arts Credit
$500
Eligible costs to a maximum of $500

First Time Home Buyer’s Credit

First $5,000 of the cost of an eligible home
Volunteer Firefighters Credit

$3,000

Other Tax Credits
Charitable Donations




15% on first $200; 29% on remainder
Political Donations
¾ of first $400; ½ of next $350; 1/3 of next $525 to a maximum credit of $650

Dividend Tax Credits




Eligible and Non-Eligible
NIFTP = Net Income For Tax Purposes
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