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INCOME TAX 
CHANGES FOR 
2015 & 2016

With the recent election, there has been much discussion of upcoming tax changes for 2016. However, 
there are also several changes implemented by the previous government that may be noticeable when 
you file your 2015 income tax return this April. I have highlighted a few items which should be of interest 
to medical residents.

INCOME TAX RATES
The most discussed change has been with respect to income tax rates. Canada employs a progressive tax 
system where income at different levels (tax brackets) is taxed at different rates. For 2016, the tax rate for 
the second federal tax bracket ($45,282 - $90,563) has been decreased by 1.5%, resulting in savings of:

Taxable Income Tax Savings
$55,000 $154
$65,000 $304
$75,000 $454
$85,000 $604
$95,000 $670

The federal government has also added a new tax bracket for income over $200,000 with 4% added to 
the previous highest federal tax rate, making the highest rate in BC 47.7%.

For 2016, BC should be eliminating its temporary additional 2.1% tax on income in excess of $150,000.
The changes from 2014 to 2015 are not as significant. Tax rates for 2015 are unchanged, but the income 
levels for the various tax brackets have increased due to indexing for inflation, resulting in a small overall 
tax reduction. Similar changes take place for the 2016 tax brackets.

The practical effect of the various changes on various levels of income is illustrated below:

Taxable Income
Income Tax

2014 2015 2016
$30,000 $3,817 $3,769 $3,733
$40,000 $5,917 $5,878 $5,842
$50,000 $8,611 $8,519 $8,372
$60,000 $11,581 $11,489 $11,192
$70,000 $14,551 $14,459 $14,012
$80,000 $17,655 $17,548 $16,933
$90,000 $21,053 $20,877 $20,072
$100,000 $24,882 $24,706 $23,871

High income earners will pay less tax in 2016 than in 2015 until reaching $303,000 of income. At this point 
the overall income tax is the same for 2015 and 2016. Above this level, income for 2016 will be subject to 
an additional 1.9% tax over 2015.  

EDUCATION AND TEXTBOOK TAX CREDITS
As most of you are aware, UBC began issuing amended T2202A forms in late 2015 for medical residents 
from 2005 onwards to allow the claiming of the education and textbook tax credits in prior years. The 
credits are worth about $1,000 for each full year of medical residency. In early 2016, UBC will issue the 
T2202A form allowing claiming of the education and textbook credit for 2015.

CHILDREN
The benefits, tax credits and deductions available with respect to children have changed significantly.

• Child Tax Credit 
In 2014, a federal tax credit of $2,255 resulting in an income tax reduction of $338 was available for 
each dependant child under the age of 18. This tax credit has been eliminated for 2015 and future years.  

• Childcare Expenses 
The childcare deduction limits increased by $1,000 per child from 2014 to 2015.  For 2015 and on, the 
childcare deduction limits are now $8,000 per child age 6 or less at the end of the year, and $5,000 
per child ages 7 to 16 at the end of the year. 

• Benefits 
The existing Canada Child Tax Benefit (CCTB) is $1,471 for the first two children under 18 years of 
age, and $1,574 for the third and each additional child. This benefit is reduced where family income is 
more than $44,701, stopping when family income reaches $118,251 when there are 1 or 2 children, and 
stopping at $157,601 when there are 3 or more children. This benefit is not taxable. 
 
On the other hand, the Universal Child Care Benefit (UCCB) is taxable. In January 2015, the UCCB was 
increased from $100 to $160 per month for children under 6 years of age, and from $0 to $60 per 
month for children aged 6 through 17. The UCCB is paid regardless of income levels.  
 
The new Liberal government has promised to eliminate the UCCB and the CCTB and replace them with 
a new non-taxable income dependant Canada Child Benefit, expected to take effect in July 2016. 

FAMILY TAX CUT
The Family Tax Cut, often referred to as income splitting, was introduced in 2014. Although not technically 
income splitting, it allows a non-refundable tax credit based on a notional transfer of income. Eligible 
couples with children under the age of 18, for purposes of this credit only, are able to transfer up to 
$50,000 of taxable income from the higher income spouse to the lower income spouse, resulting in a 
maximum tax reduction of $2,000. The family tax cut is available for 2015, but has been eliminated for 
2016.

INCORPORATION
Incorporation has long been an important tool for physicians to manage income tax. At present, 
incorporation allows physicians to reduce overall income tax by splitting income with lower income family 
members, and to defer income tax by leaving funds in the company for investment purposes.

The 2015 budget reduces the small business tax rate paid by companies by 2% over 4 years, beginning in 
2016. During the recent election campaign, the Liberals promised to retain this tax cut with the caveat that 
small business corporations should not be used to reduce personal income tax obligations for high income 
earners. 

There has been much commentary on this issue. It has been suggested that medical corporations may be 
denied access to the low small business tax rate, or income splitting with family members through medical 
corporations may be cancelled. However, nobody actually knows what will eventually happen. The benefits 
of medical incorporation may be eliminated, or simply reduced.

Note: Income tax 
calculated on reg-
ular employment, 
business and in-
vestment income, 
excluding all tax 
credits except the 
basic personal tax 
credit.
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We should find out when the next federal budget is released, probably in March 2016.  

HIGH INCOME EARNERS
The Liberal government has pledged to review all tax expenditures, specifically targeting people who earn 
in excess of $200,000. Again, nobody actually knows what will happen as a result of this review, but more 
change is likely.

Some of these tax changes will affect you immediately, and some in the future. For questions or 
assistance, please feel free to contact me. 

Article courtesy of John Moore, CPA, CA 
John Moore is a Chartered Professional Accountant who focuses on accounting, tax and financial planning for physicians through 
all stages of their career. Additional information and resources for medical residents and physicians are available at www.
medicalcpa.ca and www.professional-edge.ca
Contact: 778.668.5914 or john@johnmoore.ca

INCOME TAX CHANGES FOR 2015 & 2016 CONT’D

COUNCIL OF PROGRAM REPRESENTATIVES MEETING

THE NEXT COPR MEETING WILL BE HELD ON  
TUESDAY, FEBRUARY 2ND, 6:30 TO 8:30 PM

16th floor Conference Room, 650 West Georgia St, Vancouver

An agenda will be sent out to all CoPR representatives prior to the 
meeting. If there are any issues you would like addressed, please notify 

your program’s representative: residentdoctorsbc.ca/governance/council-
of-program-representatives/

Is your program without a representative? 
Please consider joining CoPR! Email info@residentdoctorsbc.ca


