Personal Tax Credits and Medical Expenses 

Tax Credit claims reduce the tax paid by families and persons they support with disabilities, infirmities, handicaps or impairment…
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As you approach filing your tax returns, families who support persons with disabilities should consider filing their tax returns together to maximize tax credit claims.  
Why?  Some credits, such as the disability tax credit and certain medical expense claims up to $10,000 for adults where support can be proven and the expense was paid by the supporting person.  How you structure what you pay for can make a difference when it comes to claiming tax credits.
Each underlined text area below will link you directly to more information on the Canada Revenue Agency website.  Move your mouse over the underlined area, Select and hold down the Ctrl key, then Click the underlined area to open a browser window to more information.

What does support mean?
Interpretation Bulletin, IT 513 Personal Tax Credits discusses support and what that means in the Appendix. The Disability Tax Credit and medical expenses may be claimed by supportive family, so understanding what is meant by support is critical to an understanding of how and when family may be eligible to claim tax credits. 

Information

Link through Individuals and down into Life Events and from there to Persons with Disabilities because there is much more than I can write about here.  Obtain the latest paper copy of RC4064 Medical and Disability-Related Information Guide which includes the T2201 Disability Tax Credit Certificate released in early January 2009.  
Guides are available online and for multiple copies, with free delivery provided through online CRA forms ordering. All forms are searchable by their form number on the Canada Revenue Agency website.  There are also links at the end of this article.
RDSP

The Registered Disability Savings Plan (RDSP) was introduced in 2008.  Information including guide RC4460 is found on the CRA website.  PLAN has a website with information www.rdsp.com and you will find technical information including links to the Canada Disability Savings Plan Act on my website on the RDSP page.  www.taxdetective.ca/rdsp.html 

Want your tax refund to pay the bills now? 

Are you having too much tax taken are source? If you got a big refund this year, it’s likely necessary to revise your TD1, both federal and provincial. Complete, sign and pass to your payroll clerk.  TD1’s ensure you are claiming all of the credits to minimize your tax taken at source by your employer.  

TD1 doesn’t include all your credits and expenses? Review the T1213 as there are additional expenses and credits that could reduce the tax withheld at source. T1213 must be pre-approved by CRA.  If you pay spousal support or have extra amounts taken from your personal accounts for RRSP contributions, or pay for disability supports or medical expenses, you may find the T1213 is helpful.  
What medical expenses can you claim?

If your T4 for this year has Box 85 completed, claim premiums for your private health insurance for extended health and dental coverage deducted from your net pay as a medical expense.  Claim on either you or your spouse’s or partner’s tax return where-ever it’s most advantageous. Box 85 is still optional because there is opposition to completing this box.  If Box 85 is not completed, ask for a letter so you can claim these premiums as a medical expense. 
Canada Revenue Agency website lists medical expenses for all of the various medical expenses listed in the Income Tax Act in S. 118.2(2) and those under Regulation 5700 in both the RC4064 and on their website under Medical Expenses - Which medical expenses are eligible? 
Medical expenses for many expenses such as glasses, dental, chiropractor, medical procedures, those are claimable by everyone.  In fact, if your medical coverage only pays for a percentage, the amount that isn’t paid for is also claimable as well as the premiums for the coverage.

Only four of the medical expenses require that you have been labeled as disabled with a Form T2201.  Many medical expenses require a prescription or certification by a qualified practitioner.  The challenge may be that in your province or territory there is no licensing for some practitioners.  A list of who is licensed and licensing province/territory is not available to the public yet.

The challenge when claiming medical expenses or disability supports deduction on Form T929 is to document claims.  Some medical expenses are particularly complex.  For example, therapy where you require four different things, the disability tax credit, a prescription, someone who is qualified to administer the therapy and the receipt for the purchase of the therapy.  Medical travel is another area that is extremely complex.
There are more medical expenses added to Reg 5700 in the federal budget for 2009, which are not yet passed into law, specifically:

· Altered auditory feedback devices designed to be used by an individual with a speech impairment

· Electrotherapy device designed to be used by an individual with a medical condition or by an individual who has a severe mobility impairment

· Standing device designed to be used by an individual who has a several mobility impairment to understand standing therapy

· Pressure pulse therapy device designed to be used by an indivdiaul who has a balance disorder

Do you hire caregivers or respite?

In Canada, as in many countries in the world, we are challenged by the underground economy, especially in the caregiver arena.  Payroll for attendant care may be claimed as a medical expense to offset the income where the patient is certified as disabled.  The SIN # is required along with the full name and address and preparation of a T4 is required.  An invoice received from a legitimate business with BN # may be acceptable, but creating an invoice for the caregiver on your own stationery and deeming them as contract labor is not advisable.

Are you insured? 
The liability to families if there is an accident or injury could be enormous.  WCB requires that employers provide coverage.  CRA and WCB have a joint initiative reviewing employers to ensure that they are registered for both Payroll and WCB. To protect yourself and your assets, you may need to hire an accountant to assist with payroll.  At the very least, you should attend a free CRA Payroll information session and contact WCB to see if registration is required in your circumstances. Notify your house insurance agent if you hire any workers in or around your home.  You may require additional liability coverage to protect you.
More reading materials
RC4064 Medical and Disability Related Information Guide
TD1 Personal Tax Credits Return
Hiring an Employee
T1213 Request to Reduce Tax Deductions at Source for Year(s) _____  

T929 Disability Supports Deduction - For 2005 and later years  

Attendant Care 
Travel expenses for Medical Expense
Travel (meal and vehicle) rates
IT 513 Personal Tax Credits 

RC 4110 Employee or self-employed
Useful Links and Articles 
Home Renovation Tax Credit

In addition, review the fuel tax rebates, both federal and provincial and if you are renovating to take advantage of the Home Renovation Tax Credit, you may also want to check whether or not any of your renovations also qualify for the medical expense tax credit claim if lack of normal physical development or severe and prolonged mobility impairment are the reasons for your renovations.  There is special dispensation for double dipping so you can claim both the HRTC and the medical expense if you qualify for both.  You will find those rules in the Income Tax Act after S. 118.03(3) when they are passed in the parliament which meets again September 14, 2009.
Eileen Reppenhagen, CGA, Certified QuickBooks ProAdvisor, Regional QuickBooks Trainer, Member Accountant/Trainer Network, writes and speaks about accounting and tax.  Check out her website for more useful links and articles at http://www.taxdetective.ca
