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'At the Canada Revenue Agency (CRA), we issue income
tax interpretation bulletins (ITs) in order to provide
technical interpretations and positions regarding certain
provisions contained in income tax law. Due to their
technical nature, ITs are used primarily by our staff, tax
specialists, and other individuals who have an interest in
tax matters. For those readers who prefer aless technical
explanation of the law, we offer other publications, such as
tax guides and pamphlets.

While the commentsin aparticular paragraphin an IT may
relate to provisions of the law in force at the time they were
made, such comments are not a substitute for the law. The
reader should, therefore, consider such commentsin light
of the relevant provisions of the law in force for the
particular taxation year being considered, taking into
account the effect of any relevant amendments to those
provisions or relevant court decisions occurring after the
date on which the comments were made.

Subject to the above, an interpretation or position
contained in an IT generally applies as of the date on which
it was published, unless otherwise specified. If thereisa
subsequent change in that interpretation or position and the
change is beneficial to taxpayers, it is usually effective for
future assessments and reassessments. If, on the other hand,
the change is not favourable to taxpayers, it will normally
be effective for the current and subsequent taxation years
or for transactions entered into after the date on which the
change is published.

Most of our publications are available on our Web site at:
WWW.Cra.gc.ca

If you have any comments regarding matters discussed in
an I T, please send them to:

Income Tax Rulings Directorate
Palicy and Planning Branch
Canada Revenue Agency
Ottawa ON K1A OL5

or by email at the following address:
bulletins@cra.gc.ca

Thisversion isonly available electronically.

Application
This bulletin cancels and replaces Interpretation
Bulletin IT-513 dated February 3, 1989.

Summary

Individuals are entitled to claim certain non-refundable tax
creditsin calculating taxes payable for ataxation year. These
credits reduce the amount of income tax an individual owes.
If the total of these credits is more than the income tax the
individual would otherwise owe for the year, the individual
will not get arefund for the difference.

This bulletin discusses the eligibility requirements and the
amounts and calculations for the following non-refundable
tax credits, referred to as personal tax credits:

* the basic personal tax credit;

« the spousal tax credit;

« the eguivalent-to-spouse tax credit;
« the dependant tax credit; and
 the agetax credit.

Personal tax credits are calculated by multiplying atotal or
single dollar amount by the lowest tax rate percentage. The
dollar amounts of the different personal tax credits, where
applicable, are reduced by the income for the year (in excess
of certain limits) of theindividual, the spouse or the
dependant. These dollar amounts and income limits are
subject to adjustment to reflect increases, if any, in the
Consumer Price Index in excess of 3%. Unless otherwise
indicated, the dollar amounts and income limits contained in
this bulletin apply for the 1992 to 1997 taxation years. The
dollar amounts and income limits for other taxation years can
be found in the General income tax package for the particular
year.

A discussion of certain terms used throughout this bulletin,
and a chart summarizing the basic eligibility requirements
and calculations for personal tax credits, can be found in the
Appendices at the end of the bulletin. For alist of other
related bulletins, see 41 below.




IT-513R

Discussion and | nterpretation

General

1. Thetopicsof thisbulletin are discussed under the
following headings:

Calculation of Credits (1 2)
Basic Personal Tax Credit (1 3)
Spousal Tax Credit (fis 4-10)
Equivalent-to-Spouse Tax Credit (s 11-22)
Dependant Tax Credit (s 23-30)
Age Tax Credit(1s 31-34)
Non-Resident Spouse, Child or Grandchild of an
Individual Resident in Canada (fis 35-38)
Individuals Making Support Payments (1 39)
Bankruptcy (1 40)
Other Bulletins (1 41)
Appendix A — Terminology
Child
Income
Mental or Physical Infirmity
Spouse
Support
Appendix B — Summary of Personal Tax Credits
Explanation of Changes

Calculation of Credits

2. Subsection 118(1) sets out the formulas for
calculating the basic personal tax credit, the spousal tax
credit, the equivalent-to-spouse tax credit, and the dependant
tax credit. Subsection 118(2) sets out the formula for
calculating the age tax credit.

Personal tax credits are calculated by multiplying atotal or
single dollar amount by the lowest tax rate percentage
referred to in subsection 117(2) (17% since 1988). The dollar
amounts of the different personal tax credits are set out in the
relevant provisions of the law and, where applicable, are
reduced by the income for the year (in excess of certain
limits) of the individual, the spouse or the dependant. These
dollar amounts and income limits are subject to annual
indexation. Basically, under section 117.1, these amounts will
be increased by the portion of the annual increase, if any, in
the Consumer Price Index in excess of 3%. Unless otherwise
indicated, the dollar amounts and income limits contained in
this bulletin apply for the 1992 to 1997 taxation years.

The dollar amounts, income limits, and tax rate percentage
for other taxation years can be found in the General income
tax package for the particular year.

Basic Personal Tax Credit

13. Anindividua isentitled to abasic personal tax credit
of $1,097.52. This credit is calculated by multiplying the
dollar amount of $6,456 by the lowest tax rate percentage

of 17%.

Spousal Tax Credit

4. Anindividua may claim a spousal tax credit for a
year if at any timein the year the individual:

o ismarried;
» supports his or her spouse; and

 isnot living separate and apart from that spouse because
of a breakdown of their marriage.

Since the requirements for claiming the spousal tax credit
need only be met at some point in the year, the credit may be
available in ayear in which an individual marries, and may
also be available in ayear in which a marriage breakdown
occurs. However, the credit is not available to an individual
who, for example, may support his or her spouse through the
payment of support amounts, in years following the year in
which a marriage breakdown occurs and throughout which
the two individuals live separate and apart.

Anindividual’s claim for the spousal tax credit is subject to
the amount of the spouse’sincome for the year. For the
meaning of the terms “income,” “spouse” (including
“marriage”), and “support,” see Appendix A.

5. Thespousal tax credit is calculated by multiplying the
dollar amount of $5,380 (reduced by the spouse’sincome for
the year in excess of $538) by the lowest tax rate percentage
of 17%. If the spouse’ sincome is $538 or less, the spousal
tax credit is $914.60 (17% x $5,380). If the spouse’ sincome
is $5,918 or more, the spousal tax credit is nil.

6. Wheretwo individuals are living separate and apart at
the end of ayear because of abreakdown of their marriage,
and the marriage breakdown occurred in the year, only the
income for the period of the year before the breakdown is
income for the calculation of the spousal tax credit. In all
other cases, the income of the spouse for the entire taxation
year must be taken into account in calculating the spousal tax
credit.

7. If anindividua’sclaim for the spousal tax credit
would be reduced because of the inclusion in the spouse’s
income of taxable dividends received from corporations
resident in Canada, the individual can elect, under
subsection 82(3), to have al of the taxable dividends
received by the spouse from taxable Canadian corporations
included in the individual’ s income. If the individual so
elects, the dividends are excluded from the spouse’ sincome,
thus allowing the individual to claim alarger spousal tax
credit than would otherwise be available. Subsection 82(3) is
discussed in the current version of 1T-295, Taxable
Dividends Received after 1987 by a Spouse.

18. Either spouse (but not both) may claim a spousal tax
credit in respect of the other, provided the spouse making the
claim is the one who supported the other.
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Limitations

19. Because of paragraph 118(4)(a), an individual cannot
claim a spousal tax credit in ataxation year for more than one
spouse. In addition, under paragraph (b) of the description of
B in subsection 118(1), if an individual claims a spousal tax
credit for ayear, the individual cannot claim the

equival ent-to-spouse tax credit for that year. For example, in
the year in which there is a change in marital status, an
individual may meet the requirements for claiming the
spousal tax credit and the equival ent-to-spouse tax credit. In
this case, the individual may claim the spousal tax credit or
the equivalent-to-spouse tax credit, whichever is more
beneficial to theindividual. If theindividua choosesto claim
the spousal tax credit for the year, the individual cannot claim
the equivalent-to-spouse tax credit for that year. For
information on the equival ent-to-spouse tax credit, see s 11
to 22 below.

1 10. If anindividua is making support payments for the
maintenance of a spouse, see 1 39 below for the effect on the
spousal tax credit.

Equivalent-to-Spouse Tax Credit

1 11. Anindividua who does not claim a spousal tax credit
for the year and who, at any timein the year, was not
married, or was married but did not support nor live with his
or her spouse and was not supported by his or her spouse,
may claim an equivalent-to-spouse tax credit for a qualified
relative (subject to the amount of the qualified relative’' s
income for the year) if, at that time:

« theindividual maintained aresidence (see 1 15 below)
either alone or with other persons;

« theindividual lived in the residence; and

 theindividua supported aqualified relative in the
residence.

The meaning of the term “qualified relative” is discussed
in 113 below. For the meaning of the terms “income,”
“spouse,” and “support,” see Appendix A.

1 12. The equivalent-to-spouse tax credit is calculated by
multiplying the dollar amount of $5,380 (reduced by the
qualified relative’ sincome for the year in excess of $538) by
the lowest tax rate percentage of 17%. If the qualified
relative’sincome is $538 or less, the equival ent-to-spouse tax
credit is $914.60 (17% x $5,380). If the qualified relative’s
income is $5,918 or more, the equivalent-to-spouse tax credit
isnil.
1 13.  For the purposes of the equival ent-to-spouse tax
credit, a“qualified relative” is aperson who is:
« aresident of Canada, except where the claimisin respect
of the individual’s child (see Appendix A);

» wholly dependent for support on the individual, or the
individual and such other persons who jointly maintain the
residence;

» related to the individual; and

* under 18 years of age or wholly dependent by reason of
mental or physical infirmity, except where the claimisin
respect of the individual’s parent or grandparent. For the
meaning of the term “mental or physical infirmity,” see
Appendix A. For the extended meaning of the term
“parent” or “grandparent,” see 125 below.

Paragraph 251(2)(a) provides that two persons are “related”
to each other if they areindividuals connected by blood
relationship, marriage or adoption. Such relationships are
determined by the rules contained in subsection 251(6),
together with rules contained in section 252. For adiscussion
of these provisions of the Act, see the current version of
IT-419, Meaning of Arm's Length.

1 14. A newborn child having life (however briefly) is
considered to be dependent for support on an individual. An
individual may claim the equival ent-to-spouse tax credit for a
newborn child provided the other requirementsto claim that
credit are met. No tax credit is allowable for afetusor a
stillborn child.

115. A “residence” must be a self-contained domestic
establishment, which, as defined in subsection 248(1), means
adwelling house, apartment or other similar place of
residence in which a person as a general rule sleeps and eats.
The size of the establishment is of no consequence and even a
one-room bachelor apartment could qualify if itis
self-contained. A room (or rooms) in a hotel or boarding
house would not ordinarily be a self-contained domestic
establishment.

116. Anindividua may support aqualified relative who
lives away from the individual’ s residence while attending
school. If the qualified relative ordinarily lives with the
individual when not in school, and the other requirements to
claim the equivalent-to-spouse tax credit are met, the
individual may claim the equival ent-to-spouse tax credit for
that person.

91 17. If anindividua isliving separate and apart from his
or her spouse because of a breakdown of their marriage, but
such spouses reconcile during a taxation year, the individual
may be able to claim the equival ent-to-spouse tax credit for
the year of reconciliation provided the individual does not
claim the spousal tax credit for the year and the other
reguirements to claim the equival ent-to-spouse tax credit are
met. This appliesfor 1997 and subsequent taxation years.
Generally, for taxation years before 1997, such persons were
regarded, in the year of reconciliation, as married persons
who lived together throughout the year and thus a claim for
the equivalent-to-spouse tax credit was not permitted.

1 18. Anindividual who isfactualy resident in Canadais
not entitled to the equival ent-to-spouse tax credit in respect
of anon-resident person, except for a non-resident child of
theindividual. In most cases, however, the

equival ent-to-spouse tax credit will not be available for a
non-resident child. Thisis because the child usually is not
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supported in aresidence in which both the individual and the
non-resident child live.

If anindividua is not factually resident in Canada, but, under
subsection 250(1), is deemed to be resident in Canada, and
the other requirements to claim the equival ent-to-spouse tax
credit are met, the individual will be entitled to the

equival ent-to-spouse tax credit for:

* theindividual’s child; or

« aqualified relative (see 1 13 above) who is also deemed to
be resident in Canada under subsection 250(1).

Limitations

1 19. Because of paragraph 118(4)(a), an individual cannot
claim an equivalent-to-spouse tax credit in a taxation year for
more than one person. In addition, under paragraph (b) of the
description of B in subsection 118(1), if an individual claims
aspousal tax credit for ayear, the individual cannot claim the
equival ent-to-spouse tax credit for that year. For example, in
the year in which there is a change in marital status, an
individual may meet the requirements for claiming the
spousal tax credit and the equival ent-to-spouse tax credit. In
this case, the individual may claim the spousal tax credit or
the equivalent-to-spouse tax credit, whichever is more
beneficial to theindividual. If theindividua choosesto claim
the spousal tax credit for the year, the individual cannot claim
the equival ent-to-spouse tax credit for that year.

120. Ifanindividua isentitled to claiman
equivalent-to-spouse tax credit for a person,

paragraph 118(4)(c) deems the person not to be a
dependant—of that or any other individual—for the purposes
of the dependant tax credit and thus no one can claim the
dependant tax credit for that person. However, if an
individual who is entitled to claim the equival ent-to-spouse
tax credit for a person would be entitled, except for
paragraph 118(4)(c), to claim the dependant tax credit for the
same person, the individual may be able to claim an amount
in addition to the equivalent-to-spouse tax credit for that
person. See 1 28 below for more information.

9 21. Because of paragraph 118(4)(b), the
equival ent-to-spouse tax credit cannot be claimed by more
than one individual:

« for the same person; or
« for the same residence.

The first rule would apply, for example, when there has been
amarriage breakdown, and the spouses or former spouses
who have joint custody of a child would both otherwise
qualify for the equival ent-to-spouse tax credit for that child.
The latter rule would apply, for example, where two or more
individuals jointly maintain a residence in which they reside,
and more than one individual would otherwise qualify for the
equivalent-to-spouse tax credit. In either case, the
equivalent-to-spouse tax credit may be claimed by only one
individual. Such claims cannot be shared by having

individuals each claim a portion of the credit on their returns,
even though there is agreement to share the claim. If the
individuals are unable to agree as to who should claim the tax
credit, neither can claim the credit. If the
equivalent-to-spouse tax credit is denied because of thisrule,
a dependant tax credit may be claimed provided the
reguirements to claim the dependant tax credit and the
limitation in paragraph 118(4)(e) are met (see s 23 to 30
below).

f22. If anindividua is making support payments for the
maintenance of the individual’s child, see 1 39 below for the
effect on the equival ent-to-spouse tax credit.

Dependant Tax Credit

1 23. Anindividual may claim a dependant tax credit for
each dependant (see 1 25 below) who was 18 years of age or
over before the end of the year and dependent on the
individual because of mental or physical infirmity. Although
itisusually the case, it is not necessary that the dependant
livein the same residence as the individual for the purposes
of this credit. Anindividual’s claim for the dependant tax
credit is subject to the amount of the dependant’sincome for
the year. For the meaning of the terms“income” and “ mental
or physical infirmity,” see Appendix A.

91 24. For taxation years after 1995, the dependant tax credit
is calculated by multiplying the dollar amount of $2,353
(reduced by the dependant’ s income for the year in excess of
$4,103) by the lowest tax rate percentage of 17%. If the
dependant’ s income is $4,103 or less, the dependant tax
credit is $400.01 (17% x $2,353). If the dependant’s income
is $6,456 or more, the dependant tax credit is nil. For taxation
years before 1996, the dollar amount used in calculating the
dependant tax credit was $1,583, and this dollar amount was
reduced by the dependant’ s income for the year in excess of
$2,690. The maximum credit that was available was $269.11
(1796 x $1,583).

91 25. For the purposes of the dependant tax credit, under
subsection 118(6), a person qualifies as a“ dependant” of an
individual for ataxation year if the person is dependent on
the individual for support at any timein the year and is:

« the child (see Appendix A) or grandchild of the individual
or the individual’ s spouse; or

 resident in Canada at any time in the year and is the
parent, grandparent, brother, sister, uncle, aunt, niece or
nephew of the individual or of the individual’s spouse.

Under subsection 252(2):
e parent includes

— anatural parent,

- astep-parent,

— an adoptive parent,

— aperson of whom the individual is or was, pursuant to
paragraph 252(1)(b), considered to be a child, and

— aparent of theindividual’s spouse,
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e grandparent includes

— the grandfather or grandmother of the individual’s
spouse, and

— the spouse of the individual’s grandfather or
grandmother,

* brother includes
— the brother of the individual’s spouse, and
— the spouse of the individual’s sister,
» dgister includes
— the sister of theindividual’s spouse, and
— the spouse of the individual’s brother,
« uncleincludes the spouse of the individual’s aunt,
 aunt includes the spouse of the individual’s uncle, and

 niece or nephew includes the niece or nephew of the
individual’s spouse.

126. Generally, aperson will be dependent for support on
an individual if the individual has actually supplied necessary
maintenance, or the necessities of life, to the person on a
regular and consistent basis. For example, when an elderly
parent who is not wholly self-supporting because of mental or
physical infirmity lives with amarried child, and the child
provides the necessary food, lodging, clothing, medical care,
etc., the parent may qualify as a dependant of that child. The
term “support” is discussed in Appendix A.

Limitations

127. Ifanindividua isentitled to claim an
equivalent-to-spouse tax credit for a person,

paragraph 118(4)(c) deems the person not to be a
dependant—of that or any other individual—for the purposes
of the dependant tax credit and thus no one can claim the
dependant tax credit for that person. For example, an
unmarried individual may support awholly dependent infirm
parent in a self-contained domestic establishment in which
the individual also lives and which is maintained by the
individual. In this situation, the individual meets the
reguirements of both the equival ent-to-spouse tax credit and
the dependant tax credit but is prevented from claiming the
dependant tax credit because of paragraph 118(4)(c).

In another example, in the year in which amarriage
breakdown occurs, it is possible that the spouse or former
spouse who has custody and control of a child after the
breakdown of the marriage may be entitled to claim the
equival ent-to-spouse tax credit for that child. If so, the other
spouse or former spouse who might otherwise have avalid
claim for the dependant tax credit in respect of the child for
the period of the year prior to the breakdown of the marriage
is prevented from making such a claim by

paragraph 118(4)(c).

If anindividual who is entitled to claim the
equivalent-to-spouse tax credit for a person would be
entitled, except for paragraph 118(4)(c), to claim the
dependant tax credit for the same person, the individual may
be able to claim an amount in addition to the

equivalent-to-spouse tax credit for that person. See 128
below for more information.

128. Anindividua may meet the requirementsto claim the
equival ent-to-spouse tax credit and the dependant tax credit
in respect of the same dependant. As discussed in 27 above,
in such circumstances, the individual isrestricted to claiming
the equivalent-to-spouse tax credit for the dependant.

For 1996 and subsequent taxation years, however, itis
possible that claiming the dependant tax credit for the
dependant would be more beneficial. In such a case, the
individual is entitled, under paragraph (€) of the description
of B in subsection 118(1), to claim an amount in addition to
the equivalent-to-spouse tax credit. The additional amount is
equal to the excess of the dependant tax credit that the
individual would otherwise have been able to claim in respect
of the dependant over the equival ent-to-spouse tax credit that
theindividual can claim.

129. When two or more individuals are entitled to a
dependant tax credit for ataxation year for the same
dependant, the total of all such tax credits, because of
paragraph 118(4)(€), is restricted to the dependant tax credit
that would be available to one individual on the assumption
that such individual was the only person entitled to a
dependant tax credit for the year for that dependant. Such a
situation may arise when an infirm parent who was dependent
throughout the year lived for part of the year with one
married child and for part of the year with another married
child. In this situation, each child could have avalid
dependant tax credit claim for support of the parent in the
year, but the total of the dependant tax credits claimed by the
two children would be restricted under paragraph 118(4)(€).
If individuals cannot agree as to what portion of the tax credit
each can claim, the Minister of National Revenue may, as
provided by paragraph 118(4)(e), fix the portions.

130. If anindividual is making support payments for the
maintenance of the individual’s child, see 1 39 below for the
effect on the dependant tax credit.

Age Tax Credit

1 31. Anindividua who has attained the age of 65 years
before the end of the year may claim an age tax credit,
subject to the amount of the individual’s income for the year.
The meaning of the term “income” is discussed in

Appendix A.

1 32. The agetax credit is calculated by multiplying the
dollar amount of $3,482 (reduced, for 1995 and subsequent
years, by an amount equal to 15% of the individual’s income
for the year in excess of $25,921) by the lowest tax rate
percentage of 17%. If the individual’sincome for the year is
$25,921 or less, the age tax credit is $591.94

(17% x $3,482). If the individual’sincome is $49,134 or
more, the age tax credit is nil.

For 1994, the dollar amount of $3,482 was reduced (subject
to a maximum reduction of $1,741) by an amount equal
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to 7.5% of the amount by which the individual’ sincome for
the year exceeded $25,921.

133. If anindividual isentitled to an age tax credit but,
because of insufficient income, isunableto claim all or a
portion of the credit, the individual’ s spouse may, subject to
the limitationsin section 118.8, be entitled to claim al or a
portion of theindividual’s age tax credit. More information is
available at line 326, “ Amounts transferred from your
spouse” in the General Income Tax Guide.

1 34. If, inthe year in which an individual would have
attained the age of 65 years, the individual dies before
attaining the age of 65 years, an age tax credit cannot be
claimed on the individual’ s behalf.

Non-Resident Spouse, Child or Grandchild
of an Individual Resident in Canada

91 35. Inorder for anindividual to claim the spousal tax
credit for a non-resident spouse, or the dependant tax credit
for anon-resident child or grandchild of the individual or the
individual’s spouse, it is necessary that such non-resident
person be supported by or be dependent for support on the
individual. The question of support or dependency is
determined on the facts of each case. If the non-resident
spouse, child or grandchild have enough income or assistance
for areasonable standard of living in the country in which
they live, they are not considered to be supported by or be
dependent for support on the individual. Also, gifts which
merely enhance or supplement the already adequate lifestyle
of the non-resident person do not constitute support.

The criteria for determining whether an individual may claim
apersonal tax credit for a spouse (see Yls 4 to 10 above) or
child or grandchild (see s 23 to 30 above) who is a resident
also apply for one who is anon-resident. In determining if the
non-resident spouse is supported by the individual, or the
non-resident child or grandchild is dependent for support on
the individual, the Department will consider such factors as:

 theincome of the spouse, child or grandchild from all
sources,

 any support provided to the spouse, child or grandchild by
government agencies of the country in which such person
resides, such as pensions, medicare, housing, €tc.;

« the cost of living in the particular country and the ability
of the spouse, child or grandchild to provide self-support;
and

 any support provided to the spouse, child or grandchild by
other persons.

11 36. To support apersonal tax credit claim for a
non-resident spouse, child or grandchild, an individual hasto
provide (with the income tax return on which the tax credit is
claimed) proof of the amounts contributed by the individual
as support of the spouse, child or grandchild. Such proof will
usually consist of receipts for post office or bank money
orders, cancelled cheques that were payable to and

negotiated by the spouse, child or grandchild, or receipts
from private agencies established for the purpose of
transferring money or goods to residents of other countries.

1 37. Receiptsfor cash or goods transferred directly from
an individual to a non-resident spouse, child or grandchild
are not considered acceptable proof of support.

9 38. Documents submitted as proof of support should
show:

« the name and address of the non-resident spouse, child or
grandchild;

* the name of the transferor;
« thedate of the transfer;

« the amount of money transferred or, where goods* were
provided, their nature and fair market value; and

« if the transfer was made to a guardian, the name and
address of the guardian.

*Goods provided have to be of such a nature asto be
compatible with the concept of “support,” i.e., luxury items
do not qualify.

Individuals Making Support Payments

1 39. Because of subsection 118(5), an individual cannot
claim a personal tax credit in respect of the individual’s
spouse or achild for ataxation year after 1996 if the
individual is required to pay a support amount (see below) to
his or her spouse or former spouse for that person, and the
individual lives separate and apart from the spouse or former
spouse throughout the year because of the breakdown of their
marriage. This rule applies whether or not the individual
makes the support payments or gets a deduction for them. If
the individual required to pay the support amount lives
separate and apart from the spouse or former spouse for only
part of the year (e.g., the year of marriage breakdown), the
individual may claim the applicable personal tax credit for
the individual’s spouse or child, in respect of whom the
support isrequired to be paid, aslong as the individual does
not claim a deduction for the year under paragraph 60(b) for
asupport amount paid to the spouse or former spouse.?

For this purpose, a support amount is generally an amount
payable, under an order of a competent tribunal or awritten
agreement, as an allowance on a periodic basis for the
maintenance of the recipient (i.e., the individual’s spouse or
former spouse), children of the recipient or both, where the
individual and the recipient are living separate and apart
because of a breakdown of their marriage. A support amount
may also include an amount payable to athird party for the
benefit of the spouse or former spouse, children of that
person or both.
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Example 1

John and his spouse, Karen, separated in February 1997.
Their son, Mark, who was 20 years of age at the time of the
separation lives with Karen. He is not wholly self-supporting
because of a mental infirmity and thus must depend on others
for some support. A court order dated February 15, 1997,
requires John to pay Karen $200 a month for the maintenance
of Mark. These amounts qualify as support amounts for the
purposes of paragraph 60(b). The order also provides that
neither spouse has any obligation to pay any amount to the
other spouse with respect to the maintenance of the other
spouse. Prior to the separation, Karen did not work outside
the home and John provided support for both Karen and
Mark.

For the year of separation, John may claim, in respect of
Mark, a deduction under paragraph 60(b) for the support
amounts paid for Mark’s maintenance or the dependant tax
credit, whichever is more beneficial. John may also claim, for
the year of separation, the spousal tax credit in respect of
Karen provided the requirements to claim that credit are met
(e.g., John must have supported Karen prior to the date of
separation). For years after the year of separation, throughout
which John and Karen live separate and apart because of the
breakdown of their marriage, John cannot claim the
dependant tax credit for Mark. Thisis because Johnis
required to pay support amountsto Karen in respect of Mark.
John may, however, claim a deduction under paragraph 60(b)
for the support amounts paid in the year.

Example 2

The situation is basically the same asin Example 1, except
that John and Karen separated in September 1997, and the
court order was made on October 1, 1997. Since support
amounts paid for the maintenance of a child under court
orders or written agreements made after April 1997 are not
deductible, John cannot claim a deduction for the support
amounts paid in respect of Mark for the year of separation or
for subsequent years. In addition, for years subsequent to the
year of separation, throughout which John and Karen live
separate and apart because of the breakdown of their
marriage, John cannot claim the dependant tax credit for
Mark. Thisis because John is required to pay support
amounts to Karen in respect of Mark. For the year of
separation, John may claim the dependant tax credit for Mark
and the spousal tax credit for Karen provided the
reguirementsto claim those credits are met.

For years before 1997, if an individual was entitled to a
deduction for ataxation year under former paragraph 60(b),
(c) or (c.1) for payments for the maintenance of a spouse or a
child (including alimony payments), subsection 118(5)
deemed that spouse or child not to be a spouse or child of the
individual for the purposes of subsection 118(1). Thusthe
individual could not claim a personal tax credit for the year
for that spouse or child. However, in the year in which a
marriage breakdown occurred, the individual was entitled to
claim the deduction under paragraph 60(b), (c) or (c.1) or the
personal tax credit the individual would otherwise have been
entitled to, whichever was more beneficial to the individual
(unlessthe individual failed to provide support in that year
prior to the commencement of such payments). The recipient
of the maintenance payments was taxed thereon, regardless of
the treatment accorded the payer.

Bankruptcy

91 40. Draft legidation contained in Bill C-28, which
received first reading by the House of Commons on
December 10, 1997, proposes to add new section 118.95
applicable to bankruptcies that occur after April 26, 1995.
Under subsection 128(2), when an individual becomes
bankrupt, the calendar year in which the bankruptcy occurs
isdivided into two taxation years. One taxation year runs
from January 1 to the day before the bankruptcy
(pre-bankruptcy period), and the other begins on the day of
the bankruptcy and runs to December 31 (post-bankruptcy
period). If section 118.95 is enacted as currently proposed, it
will ensure that, when an individual becomes bankrupt in a
calendar year, the total of the amounts claimed in respect of
each personal tax credit for both the pre and
post-bankruptcy periods cannot be greater than the amount
that could have been claimed had the individual not become
bankrupt in the year.

Other Bulletins

1 41. In connection with the subject matter of this bulletin,
the current version of one or more of the following bulletins
may be of interest:

IT-193 Taxable Income of Individuals Resident in
Canada During Part of a Year

IT-295  Taxable Dividends Received after 1987 by a
Spouse

IT-326 Returns of Deceased Persons as “ Another
Person”

IT-419  Meaning of Arm’'s Length
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Appendix A — Terminology

This Appendix discusses different terms used throughout this
bulletin.

Child — A child of an individual, under subsection 252(1),
includes:

» aperson of whom the individual isthe natural parent
whether the person was born within or outside marriage;

« aperson who iswholly dependent on the individual for
support and under the individual’s custody and control in
law or in fact (or was so immediately before such person
reached the age of 19), but does not include a foster child
for whom the foster parents receive support payments
from an agency responsible for the child’s care;

« achild of the individual’s spouse;
« an adopted child of the individual; or

» aspouse of achild of the individual (e.g., ason-in-law or a
daughter-in-law).

Income — The income of a spouse or a dependant may reduce

or eliminate, where applicable, the amount of the spousal,

equival ent-to-spouse or dependant tax credit that an

individual may claim for that person. Aswell, if an individual

is entitled to claim the age tax credit, the income of the

individual may reduce or eliminate the amount of the age tax

credit that may be claimed.

For the purposes of subsections 118(1) and (2), income must
be calculated in accordance with the provisions of Division B
of Part | of the Act. The income of a spouse or a dependant is
the amount on the “net income” line of the spouse’s or
dependant’ s income tax return, or the amount that would be
onthat lineif that person were to complete an income tax
return. The income of an individual for the purpose of the age
tax credit, usually, is the amount on the “net income” line of
the income tax return of the individual.

Except as noted in 6 above, the income of a spouse or
dependant for an entire taxation year must be taken into
account in calculating the personal tax credits that an
individual may claim for the year. For example, when a
marriage occurs during a year, the income for the entire year
(before and after the marriage) must be taken into account in
calculating a spousal tax credit. In another example, a person
may have been dependent on an individual who diesin the
year. In this case, the income of the dependant for the entire
year in which the death occurred is taken into account when
calculating the personal tax credit which may be claimed on
behalf of the deceased for support of the deceased’ s dependant.

Note: If draft legislation contained in Bill C-28, which
received first reading by the House of Commons on
December 10, 1997, is enacted as currently proposed, a
capital gain realized by an individual asaresult of a
mortgage foreclosure or conditional sales repossession will
be excluded fromtheindividual’ sincome in calculating the age
tax credit. This proposed amendment is applicable after 1993.

Mental or Physical Infirmity — The term “mental or
physical infirmity” is not specifically defined for the purposes
of subsection 118(1) and, therefore, takes its ordinary

meaning. For an individual to be entitled to claim the
equival ent-to-spouse tax credit or dependant tax credit for a
person who is 18 years of age or over and dependent on the
individual because of mental or physical infirmity, the
dependency must be brought about solely by reason of the
infirmity, and the degree of the infirmity must be such that it
reguires the person to be dependent on the individual for a
considerable period of time. Temporary illnessis not classed
asinfirmity.

Spouse — Before 1993, the spouse of an individual was a
person to whom the individual was legally married.

After 1992, the meaning of the term “spouse” is extended by
paragraph 252(4)(a) to include a common-law spouse,
subject to certain requirements being fulfilled. Further details
can be found in the General Income Tax Guide for the
applicable taxation year.

Under paragraph 252(4)(b), a marriage includes a conjugal
relationship in which two individuals of the opposite sex are
considered to be spouses according to paragraph 252(4)(a).

For the purposes of the equival ent-to-spouse tax credit and
the dependant tax credit, when amarriage has been dissolved by
death, the family relationships created by the marriage continue
to exist. For example, aman or woman is considered to remain
achild of hisor her deceased spouse’s mother or father.

Support — The word “support” is not specifically defined for
income tax purposes and, therefore, takes its ordinary
meaning. In general terms, support involves the provision of
the basic necessities of life such as food, shelter, and
clothing. Support is generally something that is given
voluntarily, but includes support under alegal commitment.
Whether or not an individual supports another individual isa
question of fact. For example, if an individual contributes
amounts to a household, and such amounts can be regarded as
being for the individual’ s own accommodation and meals,
they should not be considered to have been paid by the
individual for the support of another person in the household.
Take the situation where awidow and her adult son and
daughter live in the same home. The son is unable to support
himself because of a physical infirmity and thus must rely on
others for support. The mother and daughter contribute
towards the maintenance of the dwelling. In this situation, if
the daughter only contributes amounts that can be regarded as
being for her own accommodation and meals, no amount
should be considered to have been paid by her for the support
of her brother and she cannot claim the dependant tax credit
for him. In another example, a person may be confined to a
hospital for al or substantialy all of the year because of
mental or physical infirmity and the cost of hospitalization is
paid by a provincial government, board or commission under
aprovincial hospital plan. The latter fact, in itself, does not
necessarily mean that the person was not supported by an
individual. If expenses such as clothing, comforts, and
medical and hospital plan premiums were paid by the
individual or the individual supported that person on those
occasions when the | atter was able to be out of hospital, then,
ordinarily, it is recognized that the individual supported that
person.
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Appendix B — Summary of Personal Tax Credits

The following chart summarizes the basic eligibility requirements of, and the calculations for, the personal tax credits which may
be claimed by an individual in determining taxes payable for a taxation year. Unless otherwise indicated, the dollar amounts,
income limits, and tax rate percentage used in the chart apply for the 1992 to 1997 taxation years. For other taxation years, refer
to the General income tax package for the particular year. For purposes of illustration, the tax credits have been rounded to the

nearest dollar.

Tax Credit

Basic eligibility requirements

Calculation of tax
credit

Referencein
bulletin

Basic Personal

Individuals

$6,456 x 17% = $1,098

13

Spousal

An individual who, at any time in the year:
e ismarried,
 supports his or her spouse; and

 isnot living separate and apart from that spouse
because of a breakdown of their marriage.

Anindividual cannot claim the spousal tax credit in
respect of more than one person in ataxation year.

*$5,380 x 17% = $915

14t0 110

Equivalent-to-
spouse

An individual who does not claim a spousal tax credit
and who, at any time in the year:

» wasnot married, or was married but did not support
nor live with his or her spouse and was not
supported by his or her spouse;

 lived in and maintained (alone or jointly) a
residence; and

 supported a qualified relative in the residence.

An individual cannot claim the equival ent-to-spouse
tax credit in respect of more than one personin a
taxation year.

The equival ent-to-spouse tax credit cannot be claimed
by more than one individual for the same person or for
the same residence.

If anindividual is entitled to claim the
equivalent-to-spouse tax credit for a person and
would otherwise be entitled to claim the dependant
tax credit for the same person, the individual may
be able to claim an amount in addition to the
equival ent-to-spouse tax credit.

*$5,380 x 17% = $915

f11to 22

Dependant

An individual with a dependant who was:

» 18 yearsof age or over before the end of the year;
and

 dependent on the individual because of mental or
physical infirmity.

An individual can claim the dependant tax credit in

respect of more than one person in ataxation year.

Anindividual cannot claim a dependant tax credit in
respect of a person for whom the individual or another
person is entitled to claim the equival ent-to-spouse
tax credit.

**$2,353 x 17% = $400

123t0 130
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If anindividual is entitled to claim the
equivalent-to-spouse tax credit for a person and would
otherwise be entitled to claim the dependant tax credit
for the same person, the individual may be able to
claim an amount in addition to the

equival ent-to-spouse tax credit.

Age

An individual who is 65 years of age or over.

***$3,482 x 17%
= $592

131t 734

*%

*k*k

Reduce this amount by the income for the year of the person being claimed in excess of $538.

Reduce this amount by the income for the year of the person being claimed in excess of $4,103. For the 1992 to 1995
taxation years, the dollar amount for the dependant tax credit was $1,583 and the income limitation was $2,690.

For 1994, reduce this amount (subject to a maximum reduction of $1,741) by an amount equal to 7.5% of the amount by
which the individual’ sincome for the year exceeds $25,921. Starting in 1995, reduce the dollar amount of $3,482 by an
amount equal to 15% of the individual’s income for the year in excess of $25,921.

10
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Explanation of Changes

I ntroduction

The purpose of the Explanation of Changesisto give the
reasons for the revisions to an interpretation bulletin. 1t
outlines revisions that we have made as aresult of changesto
the law, as well as changes reflecting new or revised
departmental interpretations.

Reasons for Revisions

Thisbulletin is being revised to reflect amendments to the
Income Tax Act enacted by S.C. 1994, c. 7, Schedule VI
(1992 c. 48—formerly Bill C-80); S.C. 1994, c. 7,
Schedule V111 (1993 c. 24—formerly Bill C-92); S.C. 1995,
c. 3 (formerly Bill C-59); and S.C. 1997, c. 25 (formerly
Bill C-92). Therevision aso contains notes regarding
proposed amendments to the Income Tax Act contained in
Bill C-28 which received first reading by the House of
Commons on December 10, 1997. The commentsin this
bulletin are not affected by any other draft legislation
released before January 1, 1998.

Certain administrative positions pertaining to personal tax
credits have been codified as aresult of the amendmentsto
the Income Tax Act enacted by S.C. 1997, c. 25 (formerly
Bill C-92). For more information, see the explanation of
change below for s 9, 11, 19, and 39 of the bulletin.

L egidative and Other Changes

The structure of 1T-513R differs considerably from that of
the former bulletin. Therefore, the explanations given below
do not refer to the paragraph numbers of the former bulletin.

12 explains the basic calculation for personal tax credits and
outlines the information required to perform the calculation.

1 3 provides information relevant to the basic personal tax
credit. The dollar amount used in the calculation has been
revised to recognize the increases provided by section 117.1.

1ls 4 to 10 provide information relevant to the spousal tax
credit. Changes made to the information relevant to the
spousal tax credit include:

* recognition of the extended meaning of the term “ spouse’
to include certain common-law spouses. For 1993 and
subsequent years, such common-law spouses, if otherwise
entitled, may claim the spousal tax credit;

» 94 reflects the clarifying amendment made to
paragraph (a) of the description of B in
subsection 118(1). The amendment clarifies that the
spousal tax credit is available only if an individual at any
timein the year is supporting his or her spouseand is
living with that spouse;

» 9 5reflectsthe increases, under section 117.1, in the
dollar amount and income limit used in the calculation of
the spousal tax credit;

» 17 has been added to provide information concerning the
election available to individuals under subsection 82(3);
and

* 19 reflects the amendment to paragraph (b) of the
description of B in subsection 118(1) which confirms, for
the 1997 and subsequent taxation years, the Department’s
long-standing position of allowing an individual who is
entitled to claim the spousal tax credit and would
otherwise be entitled to claim the equival ent-to-spouse tax
credit to claim whichever tax credit is more beneficial.

s 11 to 22 provide information relevant to the
equivalent-to-spouse tax credit. Changes made to the
information relevant to the equival ent-to-spouse tax credit
include:

* recognition of the extended meaning of the term “spouse’
to include certain common-law spouses. For 1993 and
subsequent years, such common-law spouses are eligible
for the spousal tax credit and, therefore, can no longer
claim the equival ent-to-spouse tax credit;

e 9Ys11 and 19 reflect the amendment to paragraph (b) of
the description of B in subsection 118(1) which confirms,
for the 1997 and subsequent taxation years, the
Department’ s long-standing position of allowing an
individual who is entitled to claim the spousal tax credit
and would otherwise be entitled to claim the
equivalent-to-spouse tax credit to claim whichever tax
credit is more beneficial;

» 912 reflects the increases, under section 117.1, in the
dollar amount and income limit used in the calculation of
the equivalent-to-spouse tax credit;

» the detailed discussion of the terms “connected by blood
relationship,” “connected by marriage,” and “connected
by adoption” has been deleted, and a cross-referencein
1 13 to the current version of IT-419, Meaning of Arm’'s
Length, has been added;

» 116 has been added to clarify the situation where an
individual supports a qualified relative who lives away
from the individual’ s residence while attending school;

o 117 reflects the withdrawal of the position set out in the
last sentence of former 12, for the 1997 and subsequent
taxation years; and

* 120 reflects the amendment to add new paragraph (€) to
the description of B in subsection 118(1), applicable for
the 1996 and subsequent taxation years.

1Is 23 to 30 provide information relevant to the dependant tax
credit. Changes made to the information relevant to the
dependant tax credit include:

» 1 23 reflects the amendment to paragraph (d) of the
description of B in subsection 118(1) to provide that the
dependant tax credit apply only where the dependant is
18 years of age or over and is mentally or physically
infirm, applicable for the 1993 and subsequent taxation

11
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years. For years before 1993, a dependant tax credit was
available where the dependant was under 18 years of age
at any timein the year, or was 18 years of age or over
throughout the year and was mentally or physically
infirm;

o Y24 reflects the increases, under section 117.1, in the
dollar amount and income limit used in the calculation of
the dependant tax credit, and it reflects the amendment to
paragraph (d) of the description of B in subsection 118(1)
to increase the maximum dependant tax credit, applicable
for the 1996 and subsequent taxation years;

» 125 reflects the amendment to subsection 252(2),
applicable for 1993 and subsequent years.

Subsection 252(2) provides extended meanings for
several terms used throughout the Act, such as*“ parent,”
brother,” and “sister.” The amendment changes the
existing definitions and adds new definitions. The
amendment is as aresult of the extended definition of the
term “spouse” to include certain common-law spouses;

* recognition of the repeal of paragraph 118(4)(d),
applicable for the 1993 and subsequent taxation years.
Paragraph 118(4)(d) provided that no amount could be
claimed as a dependant tax credit for a person in respect
of whom family allowance had been paid in the year,
except to the extent of the proportion of the family
allowance paid in the year for that person that was
included in the individual’s income. The family allowance
was replaced by the child tax benefit; and

» 128 reflects the amendment to add new paragraph (€) to
the description of B in subsection 118(1), applicable for
the 1996 and subsequent taxation years.

1ls 31 to 34 provide information relevant to the age tax credit.
1 32 reflects the increases, under section 117.1, in the dollar
amount used in the calculation of the age tax credit. It also
reflects the following amendments to subsection 118(2):

» For the 1995 and subsequent taxation years, the base
amount upon which an individual’s age tax credit is
calculated is reduced by 15% of the amount by which the
individual’ sincome for the year exceeds $25,921; and

» For 1994, the $3,482 base amount is reduced (subject to a
maximum reduction of $1,741) by 7.5% of the amount by
which the individual’ s income for the year exceeds
$25,921.

1Is 35 to 38 provide information relevant to individuals
resident in Canada who have a non-resident spouse, child or
grandchild. The reference to Form T1E-NR, Declaration of
Support of Non-Resident Dependent Soouse and Children,
has been deleted as this form has been cancelled. The
information in 9 38 has been expanded to advise individuals
that if the transfer of money or goods, for the support of the
non-resident spouse, child or grandchild, was made to a
guardian, the name and address of the guardian should be
provided on the documents that are submitted as proof of
support for the transfer.

1139 provides information relevant to individuals making
support payments. It reflects the amendment to

subsection 118(5), applicable after 1996. Subsection 118(5)
was amended as aresult of the new rulesfor the tax
treatment of child support. Generally, under amended
subsection 118(5), an individual’s eligibility to claim a
personal tax credit for a person in respect of whom the
individual pays support is based on whether or not the
individual is required to pay support to the individual’s
spouse or former spouse for that person. It is no longer based
on whether or not the individual is entitled to a deduction for
such support. The amendment to subsection 118(5) also
confirms the Department’ s long-standing position of
allowing an individual, in the year in which a marriage
breakdown occurs, to claim a deduction for maintenance
payments made in the year or the personal tax credit the
individual would otherwise be entitled to, whichever is more
beneficial.

11 40 reflects the proposed addition of new section 118.95,
applicable to bankruptcies occurring after April 26, 1995.

1141 has been added to list related bulletins.

Appendix A has been created to provide a discussion of
terms frequently used throughout the bulletin.

» Thediscussion of the term “income” recognizes the
following changes:

— the amendment to subsection 118(2) which provides
that the age tax credit be subject to the individual’s
income for the year;

— prior to 1992, when cal culating the income of the
spouse or the dependant for the purposes of the
personal tax credits, individuals were required to use
the amount on the “net income” line of the income tax
return of the spouse or the dependant and add thereto
certain amounts (for example, guaranteed income
supplement and worker’ s compensation payments).
For 1992 and subsequent years, these amounts are
included in the amount on the “net income” line of the
income tax return. Asaresult, in calculating the
income of the individual or the individual’s spouse or
dependant for purposes of the personal tax credits, it is
no longer necessary to add these amounts to the
amount on the “net income” line; and

— the proposed amendment to subsection 118(2),
applicable after 1993, to provide that a capital gain
realized by an individual as aresult of amortgage
foreclosure or conditional sales repossession be
excluded from the individual’ sincome in calculating
the age tax credit.

» Thediscussion of the term “mental or physical infirmity”
has been revised. In former 33 of IT-513, for a person to
be regarded as mentally or physically infirm, the degree of
infirmity had to be such that it prevented the person from
being gainfully employed during a considerable period of
time.

12
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The discussion of the term “spouse” is based on
subsection 252(4), which extends the meaning of
“spouse” to include certain common-law spouses,
for 1993 and subsequent years.

The discussion of the term “support” has been expanded
to provide additional information pertaining to what
constitutes “support” for the purposes of the personal tax
credits.

Appendix B has been added as a quick reference tool which
outlines the basic eligibility requirements and calculations
for the personal tax credits discussed in this bulletin.

We have made a number of other changes to improve the
overall clarity and readability of the bulletin.

! Added on May 25, 2004

2 Correction, May 25, 2004
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