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Fiscal year 06-07 07-08 08-09 09-10 10-11 11-12

Increase of age credit 405 345 345 360 380 400

Pension income splitting 165 675 710 745 780 820

Total 570 1,020 1,055 1,105 1,240 1,545

Source: Department of Finance Canada

TABLE 1: IMPACT OF AGE CREDIT ENHANCEMENT 
AND PENSION INCOME SPLITTING ON FEDERAL
 GOVERNMENT FINANCES (in millions of dollars)
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Couple living with a single
pension of $40,000

Federal income tax savings 2,000
Increase in net OAS benefits 0
Total federal benefit 2,000

Total provincial benefit (median) 1,000

Total tax savings 3,000
   as a share of income (%) 6.0
   as a share of tax burden 
   prior to tax relief (%) 30.0

Couple living with a single
pension of $100,000

Federal income tax savings 3,000
Increase in net OAS benefits 4,500
Total federal benefit 7,500

Total provincial benefit (median) 1,200

Total tax savings 8,700
   as a share of income (%) 7.0
   as a share of tax burden 
   prior to tax relief (%) 37.0

*  rounded numbers;
Source: Department of Finance Canada, TD Economics

TABLE 2:   TAX SAVINGS AFTER 
INCOME SPLITTING AND AGE CREDIT ENHANCEMENT * 

 $1,000 AGE CREDIT ENHANCEMENT

Taxable year 2006 2007

Maximum claim
  after enhancement (A) 5,066.00 5,167.32

Maximum claim
     prior to enhancement (B) 4,066.00 4,066.00

Difference ( C ) = (A) - (B) 1,000.00 1,101.32

Lower personal income
tax rate (D) 15.25 15.50

Federal Tax
Savings: (C* D) 152.50 170.70

Source: Department of Finance Canada, TD Economics

TABLE 3: FEDERAL 
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PERSONAL INCOME TAX BRACKETS FOR 2007

Taxable Income Threshold Tax rate (%)

$37,178 or less 15.5

more than $37,178 but not more than $74,356 22.0

more than  $74,356 but not more than $120,887 26.0

more than  $120,887 29.0

Source: Department of Finance Canada, TD Economics

TABLE 4: ESTIMATED  FEDERAL

3,500

3,400

3,300

3,100

3,000

2,900

2,900

2,800

2,700

2,500

0 1,000 2,000 3,000 4,000 5,000

N.S.

N.B.

N&L

P.E.I.

B.C.

Sask.

Man.

Ont.

Alb.

Qc.

 FIGURE 1: TOTAL FEDERAL AND PROV. TAX SAVINGS *
dollars

* from pension-income splitting and age credit enhancement, for a couple 

living on a single  pension income of $40,000 a year.  ** rounded number; 
Source: Department of Finance Canada, TD Economics

median tax 
savings:
 $3,000**
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A SINGLE EMPLOYMENT INCOME OF $60,000

Before income splitting
Taxable income spouse 1: $60,000
Taxable income spouse 2: $0
Tax payable spouse 1 10,800
Tax payable spouse 2 0
Tax credit value spouse 1 1,400
Tax credits spouse 2 0
Federal tax paid spouse 1 9,400
Federal tax paid spouse 2 0
Total federal tax paid 9,400
   as a share of employment income (%) 16

After income splitting
Taxable income spouse 1: $30,000
Taxable income spouse 2: $30,000
Tax payable spouse 1 4,650
Tax payable spouse 2 4,650
Tax credit value spouse 1 1,400
Tax credits spouse 2 1,400
Federal tax paid spouse 1 3,250
Federal tax paid spouse 2 3,250
Total federal tax paid 6,500
   as a share of employment income (%) 11

Total tax savings 2,900
   as a share of employment income (%) 5.0
   as a share of tax burden 
   prior to tax relief (%) 31.0

Source: Department of Finance Canada, TD Economics

TABLE 5: FEDERAL TAX SAVINGS FROM SPLITTING
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FIGURE 2: AVERAGE RETIREMENT AGE IN CANADA

years

*Includes self-employed; Source: Statistics Canada


