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DISCLAIMER

The information contained in this article is for general information
purposes only. The information is provided by Cherry Chan
Professional Corporation and while we endeavour to keep the
information up to date and correct, we make no representations or
warranties of any kind, express or implied, about the completeness,
accuracy, reliability, suitability or availability with respect to the article
or the information, products, services, or related graphics contained on
the presentation for any purpose. Any reliance you place on such
information is therefore strictly at your own risk. In no event will we be
liable for any loss or damage including without limitation, indirect or
consequential loss or damage, or any loss or damage whatsoever
arising from loss of data or profits arising out of, or in connection with,
the use of this presentation.




What is a corporation?

Investopia.com provides the following definition:

"A corporation is a legal entity that is separate and distinct
from its owners. Corporations enjoy most of the rights and
responsibilities that individuals possess: they can enter
contracts, loan and borrow money, sue and be sued, hire
employees, own assets, and pay taxes. Some refer to it as a

'legal person’.




Why does it matter to you?

Ontario Realtors were not allowed to incorporate.

Bill 145, passed in March 2020, allows realtors to setup
corporation to conduct their realtor business.

AND

Small business corporate tax rate is ONLY 12.5%!




THE ROLL OUT

TENTATIVE TIMELINE

MARCH 2020 OCTOBER 2020

Bill 145 passed PREC draft legislation is
tentatively set to be

effective

IN THE NEAR
FUTURE

RECO will release rules
and administrative

practices.




2020 Marginal Tax Rates

Canadian Dividends

Other Capital
2020 Taxable Income Income Gains @ Eligible Non-Eligible
first 344,740 20.05% | 10.03% | -6.86% 9.24%
over 344, 740 up to 348,535 | 24.15% | 12.06% | -1.20% 13.95%
over 348,535 up to 375,783 | 29.65% | 14.83% | b.39% 20.28%
over 578,763 up to $89,462 | 31.46% | 15.74% | ©.92% 22.38%
over 389,482 up to 392,625 | 33.89% | 16.95% | 12.24% 25.16%
over 392,625 up to 397,069 | 37.91% | 16.95% | 17.79% 29.78%
over 397 069 up to 150,000 | 43.41% | 21.70% | 25.36% 36.10%
over 150,000 up to 150,473 | 44.97% | 22.48% | 27.53% 37.90%
over 150,473 up to $214,368 | 46.19% | 24.09% | 31.97% 41.60%
over $214,366 up to $220,000 | 51.97% | 25.98% | 37.19% 45.95%
over $220,000 £3.53% | 26.76% | 39.34% 47.74%

Canadian Personal Income Tax System

PROGRESSIVE TAX SYSTEM

The more you make, the more you get
taxed.

Source: Taxtips.ca



Earning

$ 150,000

Marginal tax

Tax brackets Tax payable
rate
5 5 10,783 0.00% 5
S 10,783 S 13,229 5.05% S 124
S 13,229 § 44 740 20.05% S 0,316
S 44,740 S 48,535 24.15% S 916
S 48,535 S 78,783 29.65% S 8,905
S 78,783 § 89,482 31.438% S 3,308
S 89,482 S 92,825 33.89% S 1,133
S 92,825 S 97,005 37.91% S 1,609
S 97,069 S 150,000 A3.41% S 22,977
S 150,000 S 150,473 A1.97% S
S 150,473 S 214,368 48.19% S
S 214,368 S 220,000 51.97% S
S 220,000 53.53% S

$ 45,414 Tax payable

AN EXAMPLE

The more you
make, the more you
get taxed.



Corporation Tax System
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I ACTIVE BUSINESS INCOME
OF LESS THAN $500K
@ 12.5% TAX
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don't you have to pay personal “ |

income tax when you draw '
money out from your

corporation? [
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Tax integration
IF YOU INCORPORATE
AND TAKE ALL CASH

OUT...
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WHAT'S THE STRATEGY?

Take out what you need
Keep maximum amount in the
corporation



Let's use an example to explain...

Peter earns $220,000 gross commission income on -~
average.

He incurs $70,000 business expense.

He reports $150,000 net business income.

Peter pays $45K of income tax + $5,500 CPP

His after tax earnings = $99,500



What's Peter's personal need?

Home expense = $3,000

Food = $500
Travel = $500
Gym = $100
Clothes = $100
Other misc = $800

Total = $5,000 per month, $60,000 annually



What's left for retirement?

After tax earning = $99,500
Personal expense = $60,000
Net = $39,500

for savings and invest for retirement



What if Peter sets up a corp?

Corporation Personal

Net business income 150,000 —» Dividend income 67,200
Corp tax 12.5% - 18,750 Personal tax - 1,157
Net profit after tax 131,250 60,043
Less: Dividends to shareholder - 67,200 —— $64K lett in the

Funds for reinvestment in F\ Corporgﬂgn to invest -
" 64,050 increase of $24K

business & retirement savings
compared to operating




Pay less tax, save more, invest more...

Pay 12.5% tax

Draw min as
salary/dividend

Make more money

More S available to
invest for retirement
saving & rainy days

More S available to
reinvest in business




GOING DEEPER

COMMON CORPORATION
STRUCTURE




One corporation, one owner
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One corporation, multiple shareholders
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Two corporations, multiple shareholders

P4
il
L

\ : L \
Real estate PREC Investment corp




GOING EVEN DEEPER

COMMON TAX STRATEGIES USING

CORPORATION




Income splitting with family members
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Spouse must be over 65
or
/ Family members must
work in the business for
over 20 hours weekly
Real estate PREC or

Reasonable
remuneration




Income splitting with family members
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Real estate PREC Investment corp
loan

Earn investment income
rental income

interest income

capital gain on stock



Income splitting with yourself multiple years
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2020 2021 2022 2023 2024
$67,200 $67,200 $67,200 $67,200 $67,200
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Summary

1.Do you need the cash now?

2.How much $$$ do you need in your
personal life?

3.Do you have a retirement strategies?

4.Do you want to use CRA’s money to worl
hard for you?

S5.Do you have someone that you can split
income with?

6.Do you have any other income?
(Is your realtor business a side hustle?)




COMPLETE TAXATION GUIDE FOR

CA
REAL ESTATE
- AGENTS

HOW TO PAY LESS TAX AND
KEEP MORE COMMISSION

''''''

- o

P ‘ i e C el ¥ ol P AL F Gt e AT AN

S P N R 7 e T ’ 7 COMPLETE TAXATION GUIDE FOR

CANADIAN
REAL ESTATE

AGENTS

HOW TO PAY LESS TAX AND
KEEP MORE COMMISSION

CHERRY CHAN, CPA, CA

Pre-order at

http://www.therealestateaccountants.ca/trreb

All proceeds from the book will go to Hamilton Basket Brigade



