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Sometimes owner/managers may
inadvertently treat the company as just
another pocket to reach into for funds.
However, when it's time to meet with their
accountant to prepare their corporate and
personal tax returns, the problems arising
from not segregating their corporate and
personal financial transactions soon
blossom into time-consuming tasks and
sometimes-unwelcome tax surprises.

A look at some of the common transactions
that can create difficulties for
owner/managers and their tax advisors may
help you better plan for the current tax year.
Keep in mind that these are also the areas
that pique the CRA's interest when
performing a tax audit.  

TThhee  oowwnneerr//mmaannaaggeerr  ttaakkeess  ffuunnddss  ffrroomm  tthhee
ccoommppaannyy  wwiitthhoouutt  ddeeccllaarriinngg  tthhee  ffuunnddss  aass
iinnccoommee.. While the funds may be considered
an advance on account of salaries and
dividends, sometimes they will be viewed as
a loan.  Unless the funds are borrowed for
one of the purposes that are allowed under
the Income Tax Act, the full amount of the
loan is included in income and as such is
taxable to the owner/manager.  There is an
exception to the income inclusion if the loan
is repaid within one year from the end of the
corporation's fiscal year.  Note that the
company must have adequate
documentation to substantiate that the loan
meets the allowed purpose under the Act.  If
the owner/manager receives a loan or
advance from the company for some period
in the year, interest has not been charged
and the loan has not been included in
income, the CRA will consider the interest to
be a taxable benefit and calculate it at the
CRA's prescribed interest rate.

TThhee  oowwnneerr//mmaannaaggeerr  cchhaarrggeess  bbuussiinneessss
mmeeaallss  aanndd  eenntteerrttaaiinnmmeenntt  ttoo  tthhee  ccoommppaannyy..
However, for these expenses to be
deductible, they must be supported with
proper receipts.  It is advisable to indicate on
each receipt, the names of the clients and
the business purpose of the expense.  For
items such as season tickets to sporting
events, extra care should be exercised to
ensure that the client's name and business
purpose are documented.

TThhee  oowwnneerr//mmaannaaggeerr  wwiillll  oofftteenn  hhaavvee  aacccceessss  ttoo
aa  ccoommppaannyy  vveehhiiccllee.. Whether the company
owns or leases the vehicle, it is important to

keep proper records so that your chartered
accountant can maximize the allowable
deductions for the business use of the
vehicle.  It is advisable to keep records in an
automobile log of the kilometres driven for
business and personal purposes.  The
personal use of the vehicle is a taxable
benefit that must be reported.  The GST must
also be remitted on the amount of the
benefit.  Where the company owns the
vehicle, there are also restrictions on the
maximum capital cost allowance that the
company may claim.  Where the automobile
is leased, there are restrictions on the
amount of the lease payments that the
company can deduct.  Similarly, there are
restrictions on the amount of the GST input
tax credits that the company may claim on
the vehicle, whether owned or leased by the
company.

WWhheerree  tthhee  oowwnneerr//mmaannaaggeerr  uusseess  ootthheerr
ccoommppaannyy  aasssseettss  ffoorr  ppeerrssoonnaall  ppuurrppoosseess, a
taxable benefit must also be reported.  An
example would be the personal use of a
company-owned residence.

TThhee  oowwnneerr//mmaannaaggeerr  iiss  oofftteenn  aa  ddiirreeccttoorr  ooff  tthhee
ccoommppaannyy  aanndd  aass  ssuucchh  nneeeeddss  ttoo  bbee  aawwaarree  ooff
tthhee  ppeerrssoonnaall  lliiaabbiilliittyy  ffoorr  wwiitthhhhoollddiinnggss.. If the
company fails to remit GST and provincial
sales taxes or employee source deductions
such as income tax, Employment Insurance
or Canada Pension Plan on a timely basis,
the company will incur interest charges and
penalties.  However, if the company is in
financial difficulty and unable to make these
payments, the director can be held
personally liable for the amounts
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The deadline to apply for the Canadian Farm
Families Options Program for Year one has
passed.  Please look for information on Year
2 of the Options Program in the spring of
2007.

Payments should have been issued within 30
days after the receipt of a complete
application.  If you have not received your
payment, please contact the Canadian Farm
Families Options Program.

Included in this newsletter is a brief
description of the Canadian Farm Business

Advisory Services (CFBAS) and Canadian
Agricultural Skills Service (CASS) activities.
Each applicant must commit to completing
one of these activities in order to receive
assistance but these activities are also open
to all other farmers.

For further information on the Canadian Farm
Families Options Program refer to the
Agriculture and Agri-Food Canada website
(wwwwww..aaggrr..ggcc..ccaa) or contact your local
Collins Barrow office with any questions you
may have.
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outstanding.

TThhee  ccoommppaannyy  mmaakkeess  llooaannss  ttoo  tthhiirrdd  ppaarrttiieess  oorr
ppuurrcchhaasseess  iinnvveessttmmeennttss.. Make sure you have
the appropriate documentation for the loans
and investments, such as the loan
agreement, share certificates, and cancelled
cheques.  If these investments decline in
value and the investments were not made for
an income-producing purpose, any loss will
be denied.

TThhee  oowwnneerr//mmaannaaggeerr  ssoommeettiimmeess  ddrraawwss  mmoonneeyy
ttoo  ppaayy  aa  ssppoouussee  ffoorr  sseerrvviicceess  ppeerrffoorrmmeedd  ffoorr
tthhee  ccoommppaannyy.. As these funds may be
attributed to the owner/manager and thereby
increase your personal taxable income, you
should ensure that the salary is paid directly
to your spouse.  Consider also that since your
spouse may be in a lower tax bracket, the tax
liability will be less.  Any salary paid to a
spouse should be reasonable for the work
performed for the company.

OOfftteenn  tthhee  ccoommppaannyy  wwiillll  ppaayy  tthhee
oowwnneerr//mmaannaaggeerr''ss  ccrreeddiitt  ccaarrdd  bbiillllss.. If you do
not have the appropriate documentation to
show which expenses are corporate and
which are personal, this will not only create
difficulties when your financial statements
and tax returns are prepared but also cause

additional problems if there is a tax audit.

TThhee  oowwnneerr//mmaannaaggeerr  ssoommeettiimmeess  ddeeccllaarreess  aa
bboonnuuss  wwiitthhoouutt  rreeggaarrdd  ffoorr  wwhheenn  iitt  mmuusstt  bbee
ppaaiidd.. In order for the bonus to be deductible
to the company, it must be paid within 179
days after the company's year-end.  If it is
paid after that time, the company may not
claim the deduction in the year the amounts
were accrued, a situation that will result in a
greater corporate income tax liability in that
year.  While the company can claim the
deduction at the time the bonus is
subsequently paid, this deduction is only
allowed in the later year.

GGeett  PPrrooffeessssiioonnaall  AAddvviiccee

Finding the appropriate tax planning
strategies that will help minimize corporate
and personal taxes can be challenging in
today's complex taxation environment.  Meet
with your Collins Barrow advisor throughout
the year to discuss your personal and
company financial strategies to ensure that
the personal and corporate transactions you
carry out do not result in unanticipated tax
consequences.  Your accountant can help
you review your financial structuring and
advise on the timing and other requirements
that can ensure a favourable tax treatment.

Tax Tips: Continued from Page 1



Three farm business advisory services are
available to help cover the cost of hiring an
independent advisor to review your business
options and help you reach your business
potential. 

FFaarrmm BBuussiinneessss  AAsssseessssmmeenntt

For a $100 fee (waived for producers who
qualify under Canadian Farm Families
Options Program), eligible producers
choose from a roster of qualified advisors
and receive:

FFaarrmm  FFiinnaanncciiaall  AAsssseessssmmeenntt:: Up to three
days of consulting advice is provided to
review your farm's strengths and areas for
improvement, discuss your objectives, and
identify options to meet your business goals.
You will receive a business profile, a
statement of assets and liabilities, a farm
business ratio analysis, an income and
expenses statement for the previous two
years and other information related to the
business.

AAccttiioonn  ppllaann:: The consultant will provide up to
two days of expertise to help assess your
preferred option for increasing profitability.

This service will result in a financial plan
(including cash-flow plan), projections of
your chosen option and a written report.

FFoollllooww--uupp:: A one-day consultation is
available to discuss progress and to offer
further advice if needed.

SSppeecciiaalliizzeedd  BBuussiinneessss  PPllaannnniinngg  SSeerrvviicceess

Eligible producers can receive up to a 50%
refund, to a maximum of $8,000 assistance
per individual farmer and a maximum refund
of $25,000 for a group of four or more.

Specialized Business Planning Services
offers financial assistance to prepare
detailed plans to improve your farming
operation in such areas as succession
planning, expansion, diversification,
marketing, human resources management,
and risk management.

Diversification plans can include such
activities as agritourism, organic production
or nonagricultural enterprises designed to
enhance your farm income.  Producers are
eligible to choose the advisor as long as the
advisor meets the criteria within the program.

PPllaannnniinngg  aanndd  AAsssseessssmmeenntt  ffoorr  VVaalluuee--AAddddeedd
EEnntteerrpprriisseess

Eligible producers can receive up to a 50%
refund, to a maximum of $10,000 assistance
per individual farmer and a maximum refund
of $25,000 for a group of three or more.

This program helps you cover consulting
fees for feasibility assessments and
business planning services related to value-
added business opportunities.

Value-added enterprises add value to a
primary agricultural products and
byproducts, whether a food or a nonfood
product.  Producers are eligible to choose
the advisor as long as the advisor meets the
criteria within the program.

For further information on the Canadian Farm
Business Advisory Services refer to the
Agriculture and Agri-Food Canada website
(wwwwww..aaggrr..ggcc..ccaa) or contact your local Collins
Barrow office with any questions you may
have.
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Effective April 1st, 2007 and with the
incorporation of the SCAP and ESCAP
(Enhanced Spring Credit Advance Program)
the benefits of the APP will increase.  The
SCAP and ESCAP programs will no longer
exist, as they will be part of the APP.  The
APP will be amended, with previous loans of
up to $250,000 to qualified borrowers
increasing to $400,000 for qualified
borrowers.   The first $50,000 borrowed
interest free will increase to $100,000

borrowed interest free, with the balance
available at an interest rate of prime minus
0.25%.  With the repayment changed to
September 2008.

For further information on APP refer to the
Agriculture and Agri-Food Canada website
(wwwwww..aaggrr..ggcc..ccaa) or contact your local
Collins Barrow office with any questions you
may have.
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IInntteerrnneett:: www.collinsbarrow.com

EEmmaaiill:: info@collinsbarrow.com

CCaarreeeerrss:: careers@collinsbarrow.com

Contact Information:

Collins Barrow regularly publishes Farm Alert for its clients and associates.  It is designed to highlight
and summarize the continually changing farming and agricultural scene across Canada.

We always recommend that you seek professional advice before taking specific planning steps.

SSkkiillllss  ddeevveellooppmmeenntt  aanndd  lleeaarrnniinngg  sseerrvviicceess

The Canadian Agricultural Skills Service
provides funding and practical assistance
to help you and your spouse participate in
a learning program that will lead to
increased opportunities for profitability.

PPaarrttiicciippaattiioonn  iinn  tthhee  CCaannaaddiiaann  AAggrriiccuullttuurraall
SSkkiillllss  SSeerrvviiccee  iinnvvoollvveess::

• an aasssseessssmmeenntt to help you identify
your strengths and skills.

• the development of an IInnddiivviidduuaall
LLeeaarrnniinngg  PPllaann to help identify courses
in areas such as farm business
management, accounting, finance
and human resources management,
or courses that will prepare you for
other types of employment. A
consultant will assist you with
choosing the courses or workshops.

• ffuunnddiinngg to support formal training
including college programs,
workshops and short courses. The
funding covers tuition and fees,
course materials, and, other costs
associated with the training.

• a consultant is available for oonnggooiinngg
aaddvviiccee  aanndd  ssuuppppoorrtt while you carry
out your learning plan.

YYoouu  aanndd  yyoouurr  ssppoouussee  aarree  eelliiggiibbllee  ttoo
ppaarrttiicciippaattee  iiff::

• you are an established producer with
gross farm sales of at least $10,000
per year; or

• You are an owner/member of a farm
corporation, cooperative, or other
farm group enterprise with at least
$10,000 annual gross farm sales or

• you are a beginning farmer (you
intend to establish a farm, or you have
already owned or operated a farm for
less than six years and have existing
or projected gross annual farm sales
of $10,000 or more).

In all cases your net family income must
not exceed $45,000* per year, you must
have been out of school for at least two
years, and you must not be receiving
Employment Insurance Part funding for
training.

* Beginning farmers whose income
exceeds $45,000 are eligible for the
Assessment and Individual Learning Plan.

For further information on the Canadian
Agricultural Skills Service refer to the
Agriculture and Agri-Food Canada
website (wwwwww..aaggrr..ggcc..ccaa) or contact your
local Collins Barrow office.

CCaannaaddiiaann  AAggrriiccuullttuurraall  SSkkiillllss  SSeerrvviiccee  ((CCAASSSS))

As part of Collins Barrow’s display at this
years Canada’s Outdoor Farm Show, we
displayed a jar full of soybeans.

TThhee  nnuummbbeerr::  1177,,999977  bbeeaannss

Congratulations to DDaallee  SSaayyeerrss of
Dresden, Ontario who won a set of

wrenches and GGeeoorrggee  LLuubbbbeerrss of
Seaforth, Ontario who won a $100 TSC Gift
Certificate.

Thank you to all of the individuals who
visited our booth.  We look forward to
seeing you next year.
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