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International Financial Reporting Standards (IFRS)

• IFRS is a set of high quality, understandable and 
enforceable global accounting standards

• allows businesses around the world to deliver uniform
financial results

• enables analysts, planners and potential investors to
make more direct, apples-to-apples comparisons of
companies

• since 2005, the IFRS has been in force for public 
companies that operate in the European Union 

• in all, over 100 countries will adopt the IFRS 



IFRS and the Situation in Canada

• currently, Canada uses generally accepted accounting
principles (GAAP)—a rules-based accounting approach

• effective 2011, Canada will switch to the IFRS—a 

principle-based accounting approach
• effective 2011, all publicly-traded Canadian companies

will fall under the IFRS system



Potential Impact of IFRS on Financial Planners

• lending arrangements
• debt covenants and agreements
• dividend policy
• investor relations
• executive compensation
• profit sharing plans
• employee incentive plans
• sales commissions
• accounting systems
• internal reporting
• taxation
• financial statement analysis and interpretation



The Economy



Economic Update—Outlook for Canada

• is the US in a recession and if so, how severe will it be?
• general consensus: first-half of 2008 will be weak; 

second-half or last quarter will see improvement
• generally, Canada is in a stronger position for recovery

than is the US
• slowing US economy will inhibit Canadian exports
• domestic demand may not suffer due to commodity 

prices
• inflation projected to be 2% by end of 2009



Commodity Prices and the Canadian Dollar

• record high prices for oil
• gold and other metals expected to continue to rise
• record high prices for rice, wheat and other crops
• surge in prices has changed the way people live and eat
• price for potash and fertilizer products have increased 

due to dietary changes in China and India
• Canada well-positioned to take advantage of commodity

boom
• on November 7, 2007: Loonie reached $1.09 US
• expected to trade around par over the short-term 



Income Tax 
Planning



Budget 2008: Overview and Federally Regulated Locked-in Pensions

• Budget 2008 tabled on February 26th

• proposes more choices to holders of LIFs 
• 3 basic LIF proposals in Budget 2008:

• individuals 55 years of age or older with small holdings (i.e.
up to $22,450) can wind up LIF with an option to convert 
to a tax-deferred savings vehicle

• individuals 55 years of age or older can do a one-time
conversion of up to 50% of LIF assets into a tax-deferred
savings vehicle; no maximum withdrawal limits

• all individuals facing financial hardship (e.g. low income,
high disability or medical-related costs) can unlock up to
$22,450



Budget 2008: Registered Education Savings Plans (RESPs)

• Budget 2008, contains 3 items relating to RESPs:

• duration limit for contributions: for existing and 
new plans where the beneficiary is under 21 years of
age, contribution can be made for 31 years 

• duration limit for plan wind-up: the lifespan of an
RESP will be extended from 25 years to 35 years

• qualifying withdrawals: student can make an EAP
for up to 6-months after terminating their 
enrollment in a qualifying education program. 



Budget 2008: Capital Gains & Donations: Exchangeable Securities

• if eligible unlisted exchangeable shares or partnership
interests are converted into publicly-traded securities,
capital gains tax triggered on conversion will be exempt
from tax

• the converted publicly-traded securities must be gifted
to a registered charity within 30 days of exchange

• further conditions and restrictions apply 



Budget 2008: Tax-free Savings Account (TFSA)

• effective 2009, resident individuals age 18 and over can set
up TFSA

• contribution room accumulates each year
• contribution limit of $5,000 in 2009—indexed thereafter
• contributions not tax-deductible; withdrawals not taxable
• accumulated income not subject to tax
• TFSA funds can be used for any purpose
• qualified investments are essentially same as qualified 

investments for an RRSP 



Budget 2008: TFSA Planning Opportunities

• interest expense on funds borrowed to contribute to TFSA
is not tax-deductible

• TFSA assets can be used as collateral for a loan
• withdrawn funds can be reinvested into TFSA without    

affecting annual contribution room
• attribution rules are moot
• upon death, spousal rollover provision also applies to TFSA

assets



Budget 2008: TFSA Income Considerations

• interest income would be the most beneficial
• capital gains would also benefit
• dividend income stands to benefit the least
• as with registered plans, ability to claim dividend tax credit is

lost



Retirement Planning



Pension Income Splitting

• introduced as part of Budget 2007
• up to 50% of eligible pension income can be split with a 

spouse or common-law partner
• eligible pension income is income that qualifies for pension 

income tax credit
• joint election must be made each year the pension split 

applies
• income tax deducted at source must also be split



Pension Income Splitting: Optimal Split

• optimal split is an inexact exercise
• must bear in mind the impact of any split on OAS benefits 

and tax credits such as the age amount
• seniors in the middle 22% federal tax bracket will see little

or no benefit from pension income splitting
• a reverse split—transferring pension income from lower

income spouse to higher income spouse—may be more
beneficial



Pension Income Splitting: Example of Reverse Split

• married couple: wife is high income earner; husband is low
income earner

• wife’s net income exceeds OAS income level cut-off
($105,000) and faces a 100% clawback of OAS benefits

• husband’s net income exceeds OAS threshold ($65,000) and
faces a partial clawback of OAS benefits

• husband can split eligible pension income with wife such
that his net income drop below OAS threshold

• benefit of retaining 100% of OAS benefits should outweigh
increased tax liability for wife



Pension Income Splitting: Spousal RRSPs and Pension Income Tax Credit

• potential doubling of $2,000 pension income tax credit
• spousal RRSPs remain relevant:

• particularly useful for retirees under age 65 with
ineligible pension income

• no restriction to transfer only 50% of income to a 
spouse

• contributions can be made to a spousal RRSP even if
contributor is beyond age 71 (subject to having earned 
income)

• doubling of HBP and LLP withdrawals for couple



Unlocking Pension Funds

• small amounts may be eligible for unlocking
• generally LIRAs can be unlocked prior to retirement age 

provided combined locked-in assets fall below certain
percentage of YMPE

• advantages of unlocking:

• investment control of funds
• control over when and how much is withdrawn 
• post-mortem control of funds 



Investment Planning



Asset Backed Commercial Paper (ABCP)

• ABCP is short-term debt
• made up of various investments: credit card receivables,

automobile loans, derivatives, mortgages and ‘other 
investments’

• assets are pooled together and sold off as short-term
instruments (30 – 90 days)

• ABCP offered attractive investment returns in an
environment where interest rates were declining

• ABCP got swept up in US sub-prime mortgage mess and
the ABCP market froze



ABCP: Current Developments

• Toronto lawyer, Purdy Crawford, and his committee
developed $32 billion restructuring plan

• short-term notes will be exchanged for longer-term notes
• investors who hold new notes to maturity will likely get all

of their money
• drawback is new notes may carry a term of up to 9 years
• OTC market may develop for these investments
• investors with more than $1 million not eligible for buyout 

plan



ABCP: Current Developments

• on April 25th, almost 96% of note holders approved the 
Crawford restructuring plan

• plan must be sanctioned by an Ontario court—Superior
Court Justice Colin Campbell pushed back ruling to mid-
May

• restructuring plan grants immunity from lawsuits to major
players (i.e. banks, brokers, credit-rating agencies)

• this is a major point of contention as to its legality and its
fairness



Securities Regulation

• in February, Finance Minister, Jim Flaherty, announced expert 
panel to review and provide advice on securities regulation in
Canada

• panel is chaired by Honourable Tom Hockin—former
president of IFIC—and will report at the end of 2008

• mandate of panel:

• best approach to implement principles-based securities
regulation

• passport system under a common act with a common
securities regulator

• how to improve enforcement of regulation
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