
Getting Ready For Tax Time
Each year it amazes me to see the panic set in for Canadian individual taxpayers in late January and 
early February.  Some people would actually rather have a root canal procedure than think about their 
personal taxes.  However, with the following advice, getting ready for tax time should be no more stress-
ful than a routine checkup: 

1.	 Get organized early
	 Use an Excel spreadsheet or basic accounting 

software to track your billings, collections 
and expenses and update it on a monthly 
basis throughout the year.  The alternatives 
- namely, keeping a shoebox or file folder 
of papers and receipts that you have to go 
through once a year, or creating a summary 
of your billings and expenses from scratch 
early in the following year - may lead to 
frustration and possibly additional profes-
sional fees.

2.	 Know what tax slips you expect to receive 
	 If you are expecting three T3 slips and 

have only received two by mid-April, call 
the issuing company to find out about the 
outstanding slip.  Filing an incomplete tax 
return may result in additional taxes, interest 
and penalties on the unreported income.  

3.	 Keep informed
	 Read your accountant’s tax letter or personal 

tax update memo to ensure any new credits 
are not missed and existing deductions are 
being taken advantage of.

4.	 Don’t wait until the deadlines
	 Are you considering making an RRSP 

contribution or purchasing a flow-through 
investment to reduce your taxes? Rather than 
waiting until the final week in February, 
consider setting up RRSP contributions 
that are automatically withdrawn monthly 
from your bank account or purchasing tax 
efficient investments in November or early 
December.

5.	 Tax planning is a year-round exercise
	 Many people start thinking about personal 

tax planning when it is too late.  Whether 
setting up a prescribed rate loan, dividend 
sprinkling among family members, 
determining the most tax efficient salary/
dividend mix or converting non-deductible 
interest into tax deductible interest, these 
tax planning issues should be discussed with 
your accountant at the beginning of the 
taxation year.
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Undeniably, the question I am most often asked by young health 
practitioners (doctors, dentists, chiropractors, massage and physio-
therapists, etc.) is “Should I incorporate?”  Unfortunately, there is no 
one right answer.  In order to make the proper determination you 
should sit down with your tax advisor or accountant and discuss if 
incorporation makes sense at the present time, given your particular 
set of circumstances.

Among the potential benefits of incorporating are income splitting 
with a lower income spouse, parent or child who is 18 years of age 
or older, multiplying the $750,000 lifetime capital gains exemp-
tion (generally only applicable to dentists since most other health 
practitioners do not have a saleable business), a substantive personal 
income tax deferral if the practitioner does not require all of his or 
her income for personal living needs and possibly paying off business 
or student debt quicker.

However, what the practitioner often doesn’t immediately recognize 
are the additional costs and administrative burdens associated with 
incorporation, including: the professional fees in setting up the 
company and determining the appropriate share structure, the annual 
accounting and legal costs, the requirement to withhold and make 
monthly payroll remittances to the government, the requirement to 
prepare and file T4 and T5 summaries and slips annually, and the 
necessity for accurate record keeping or bookkeeping.

I would be pleased to sit down with you to discuss the “truths” 
behind incorporating and determining whether incorporation is right 
for you.

U P C O M I N G  K E Y  D A T E S

February 28, 2011
•	 filing due date for T4 Summaries and Slips for salaries and bonuses 

paid in 2010
•	 filing due date for T5 Summaries and Slips for interest and dividends 

paid by corporations to shareholders in 2010

March 15, 2011
•	 filing due date for Employer Health Tax (EHT) returns for employers 

with salary and bonuses paid of $400,000 or more in 2010
•	 first quarterly installment for 2011 personal income taxes is due 

March 31, 2011
•	 filing due date for T5013 Return and Slips for partnerships with six 

or more  partners (if all partners are corporations, the T5013 Return 
is due 5 months after the fiscal year-end of the partnership)

•	 filing due date for GST/HST returns for corporations who are annual 
filers with taxation years ending December 31, 2010 

•	 final payment of corporate income taxes is due for most corporations 
with a December 31, 2010 fiscal year-end

April 30, 2011
•	 2010 Canadian personal income taxes are due and the personal 

income tax return filing due date for most Canadian taxpayers

June 15, 2011
•	 personal income tax return filing due date for Canadian taxpayers who 

report self-employment income
•	 second quarterly installment for 2011 personal income taxes is due 

June 30, 2011
•	 corporate income tax return filing due date for corporations with a 

December 31, 2010 fiscal year-end

To Incorporate or Not to Incorporate
 – That is the Question

Over the past year, I have been asked to review more than half a dozen 
Associate/Locum Agreements. I have reviewed these arrangements from 
both the associate’s/locum’s perspective and the perspective of the per-
son or company to which the associate/locum is providing the services.  
In every case, I have noted that the manner in which the agreement 
had been drafted could lead to adverse GST/HST implications for the 
practitioner.

The Canada Revenue Agency’s administrative position is that when a 
practitioner or a corporation (the “principal”)  contracts with another 
practitioner (the “associate” or “locum”) to provide health care or den-
tal services to the principal’s patients, and the principal and associate/
locum have entered into a bona fide agreement to shares fees, GST/
HST will not be applicable to any payment made between the two 

parties. The underlying characteristic of this type of  arrangement is an 
apportionment of the fee for the health care or dental service rendered.  

However, the application of GST/HST differs where there is an agree-
ment between the principal and the associate/locum whereby the asso-
ciate/locum agrees to pay for use of the facilities, the staff or for other 
administrative services. In this situation, the principal has made a sup-
ply to the associate/locum of an administrative nature and therefore any 
payment in connection with that supply is subject to GST/HST.  

Associate/Locum Agreements must be worded such that the parties 
agree to share fees and that any payment between them is an appor-
tionment of the health care or dental fee rather than a payment for any 
administrative services provided by the principal.

GST/HST Implications for Associates and Locums
and the People that Hire Them
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