





Due date: November 16, 1995








Ms. Ducharme is an executive of a large public retail corporation, Clothes to You Ltd., located in Winnipeg, Manitoba.  Ms. Ducharme is divorced with two children, ages 4 and 9, who reside with her.  Her former husband pays her child support of $400 a month.





Ms. Ducharme has provided you with the following information for 1995:





Clothes to You Ltd.:





	Gross salary before commissions 	$ 45,000


	Commission income	   7,000


	Canada Pension Plan contributions	    (851)


	Unemployment Insurance premiums	  (1,271)


	Registered pension plan contributions


	  (money purchase)	  (6,000)


     Blue Cross premium		(175)


	Income taxes deducted	 (18,000)


	Net	  25,703





(1)	Clothes to You Ltd. provides Ms. Ducharme with an automobile.  Its original cost was $34,200, including PST of $2,100 (at 7%) and GST of $2,100.  Its net book value is $20,349.  Ms. Ducharme is reimbursed for her operating expenses when using the car for business.  Clothes to You Ltd. also pays for any insurance, licence fees and repairs and maintenance related to the operation of the automobile.  The operating expenses for the year totalled $6,100, including PST of $378 and GST of $378.  She used the car 18,700 km for pleasure and 31,300 km for business.  She is charged $200/month for the use of the car and operating costs. 





(2)	Ms. Ducharme received stock options in February 1995.  She has the option to purchase 20,000 shares at $4.50/share.  The value of the shares in February when the options were issued to her was $4.50/share.  She exercised 15,000 of them in December, and immediately sold the shares purchased for $90,000.





(3)	Ms. Ducharme received a piece of artwork worth $75, including PST of $4.60 and GST of $4.60, from the company at Christmas time.





(4)	Clothes to You Ltd. paid $1,300, including GST of $85, for her membership in a fitness club.  The corporation matched her Blue Cross premiums of $175, and her RPP contributions of $6,000 (i.e. a total of $12,000 was deposited to her money purchase pension account).





Investment Receipts:





	Interest income	$  7,500


	Dividends received from taxable Canadian corporations	   1,100


	Dividends from U.S. corporation - net of 15%


	  withholding tax (in Cdn. $)	     680





Other Items:





(1)	Annuity payments under contract from 


	Jiltco Life Assurance Co.


	The capital portion of the annuity was $1650	$  9,000





(2)	She paid $1700 in dental bills for her children.





(3)	Ms. Ducharme received a termination payment of $38,000 from her previous employer.  She contributed all of this amount to her RRSP.  Ms. Ducharme worked for her previous employer from February 15, 1985 to January 10, 1995.  In that period, all of that employer's contribution had vested.





Expenditures/Losses:





(1)	Investment counsellor's fees	$  110





(2)	Interest on bank loan to purchase shares	     850


(3)	Registered retirement savings plan contribution	       0





(3)	Ms. Ducharme incurred meals and entertainment expenses


	evenly throughout the last ten months of 1995	  16,600





(4)	Loss on Canadian feature film due to CCA claim	  25,000





(5)	Loss on rental of apartment before CCA	    6 ,800





(6)	Ms. Rich invested in a limited partnership tax


	shelter in 1994.  The loss per form T5013 is


	$3,200.  She invested $5,000 in the partnership


	units in early 1994.





REQUIRED





(1)	Calculate the maximum Ms. Ducharme can contribute to her RRSP in February 1996, assuming she made the maximum possible contribution in November 1994 and has only contributed the $28,000 mentioned above since and has made no contributions since.  Assume Ms. Ducharme's earned income in 1994 was $85,000 and the pension adjustment on her 1994 T4 was $5,000.  Assume she makes the contribution you calculate.





(2)  Calculate Ms. Ducharme's 1995 income in accordance with and in reference to the Act.





(3) Calculate her federal income tax for 1995, including minimum tax and refundable taxes.


�
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