Due Date: November 23, 1995





Fiona Fit, an aerobics teacher and fitness specialist, has approached you for assistance with her 1995 income tax return.  Based on the information that you have gathered to date, and the preliminary meeting with Fiona, you have obtained the following information:





a.	Fiona is 44 years old and has been divorced for the past 2 years.  She lives in Saskatoon with her three children, Charlene, aged 13, and twins, Charles and Clark, aged 5 and her dog Mindy (of unknown age and breeding).  Fiona has never remarried or lived common-law since the marriage break-up.  Her ex-husband pays her maintenance payments of $250 per month for each child.





b.	Fiona moved to Saskatoon from Calgary January 1995.  The costs of the move were:


•	Meals and lodging en route to Saskatoon, December 31 - January 1					$90


•	Meals and lodging in Saskatoon January 1-17 prior to moving into new residence		1120


•	Lease cancellation fee (re Calgary house)	 	250


•	Cost of moving furniture to Saskatoon	 	950


•	Cost of storing furniture in Saskatoon January 1-17	 560


•	Legal fees of purchasing Saskatoon home		 500


•	Veterinary fees for Mindy who became ill January 2	 250


•	Costs of new furniture in Saskatoon	 	900	 





c.	Fiona is an employee of QC-TV Ltd., a Canadian Controlled Private Corporation.  For 1995, she earned $35,000.  Amounts withheld for UIC and CPP were $1,050 and $850, respectively.





d.	Fiona also operates her own self-employed business, which involves the production and sale of aerobic videos and health books.  She is starting to be successful, particularly with the sale of home videos.  Based on her annual financial statements, Fiona had net income (based on generally accepted accounting principles) of $21,000.  Included in the computation of net income was the following:





	•	Accounting depreciation expense of $9,000.  Fiona has a new car which she purchased in January of 1995 for $27,000 plus 9% PST.  Prior to this year, she always leased, and deducted her applicable portion of business expenses.  According to her travel log, Fiona estimates that she used the car 80% of the time for business.  She deducted all of her operating costs of $3,000 through her business.


		The depreciation on the balance of her assets relates to:


		•	exercise machines in her studio


		•	furniture and fixtures in her office


		•	computer


		Undepreciated Capital Cost ending balance amounts from 1994 were as follows:


	 		Class 8  $2,900	Class 10  $2,100


	•	Gain on sale of her old computer of $150.  She sold the old computer for $900, and purchased a note book computer for $4,500.  The cost of the old computer was $6,500.


d.	During 1993, Fiona sold both her cottage in Northern Saskatchewan, and her home in Prince Albert, to purchase an older home in a nearby community.  The cottage was purchased in 1982 for $120,000, and sold for $190,000.  She believes that her total moving expenses of $4,000 should be deductible, because the new location is more convenient for both work and school for her young boys. 








e.	In the fall of 1994, Fiona paid a commission fee of $200 to obtain four popular art pieces for a cost of $1,200 each.  In May of 1995, she sold all four paintings for a total of $7,400, net of the selling fees paid to the auctioneer.  Although Fiona does not have a gallery, she regularly sells her art work for a profit.





f.	To ease the burden of being a single parent, Fiona employed and paid the following individuals:





	•	A full time sitter to care for the children	$12,600


	•	A cleaning lady		  5,000


	•	A student to drive the boys to playschool	    500


	





g.	Fiona also made the following payments during 1995:


	•	$800 for 4 weeks of summer camp for Charlene.


	•	Charitable donations to the United Way of $350.an RRSP contribution in 1993 of $8,000.


	•	Fiona has not utilized any of the Capital gains exemption.


	•	Fiona did not have a Cumulative Net Investment Loss balance as at the end of 1992 nor did she claim an Allowable








REQUIRED





(1)	Calculate the maximum Ms. Fit 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. Fit's earned income in 1994 was $45,000 and the pension adjustment on her 1994 T4 was $5,500.





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





(3) Calculate her federal income tax for 1995, including refundable taxes.�
Markers comments - Assignment #3





This assignment was done very well.  Some of the common errors encounter
