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In my inaugural
column nearly two
years ago, I dis-
cussed a case in
which an advisor

was able to deduct the cost of hiring
his wife as his assistant. A recent
case, with somewhat different facts,
should serve as additional ammuni-
tion should you come to blows with
the Canada Revenue Agency over
your ability to deduct fees paid to
your spouse or partner, as your
assistant.

As a quick refresher, if you’re
self-employed and hire an assistant,
be it your spouse or an arm’s length
one, as long as he or she actually
performs the work and is paid a rea-
sonable salary, you should have no
trouble deducting the wages you
pay. The ability, however, for an
employee to hire an assistant is
more limited. To be able to deduct
the cost of an assistant’s salary, an
employee must be “required” by the
contract of his or her employment
to pay for an assistant.

While the CRA’s administrative
position is that the term “required”
necessitates that there be an “express
requirement within the terms of a
written contract of employment,” it
acknowledges that such a require-
ment can still exist if the employee
can establish that it was “tacitly
understood” by both the employee
and the employer that the payment
must be made and was necessary,
under the circumstances, to fulfill
the duties of the job.

A July, 2006, Tax Court of
Canada decision (Longtin v The Queen
[2006 TCC 335]) specifically dealt
with the ability of a commissioned
employee to deduct the salary paid
to his wife. In 1997 and 1998,
William Longtin was employed by
Albany International Canada Inc.
as a salesperson in the pulp and
paper supplies business. In those
years, he deducted $26,900 and
$29,600 respectively as salary paid
to an assistant, his wife Carman.

Longtin was typically on the
road for four days per week and
maintained an office in his home,
which he was required to do as a
condition of his employment. He
hired his wife as his assistant and he
considered her to be “an essential
part of his work.” He testified that
he and his wife would discuss com-
pany business during the week and
on Sunday nights, before he left to

go on the road. She would fax him
material and telephone him while
he was on the road and would have
contact with the company’s offices.
She also kept track of expenses,
paid the bills, reconciled the Visa
accounts and looked after the daily
organization of the office.

Carman testified that during the
years in question, she would use
the home office for one hour each
morning and one hour each after-

noon, and continued to work
sometimes late into the evening. In
her estimation, she worked about
20 hours per week and had to be
available when her husband called. 

Albany knew that his wife was
working for him and even inter-
viewed her in addition to Longtin
before he was hired. Albany would
not, however, pay for the services
of an assistant, the reason being,
according to Longtin, the issues of

“liability and severance.”
It is likely for this reason that

Albany, when completing CRA
Form T2200, “Declaration of
Conditions of Employment,” which
is required to completed by an
employer for any employee attempt-
ing to deduct work-related expenses,
ticked off “no” when asked if this
employee was required under a con-
tract of employment to pay for a
substitute or an assistant.

The CRA focused on whether
Longtin was required to have an
assistant. While the judge agreed
that the company may not have
“required him to have the services of
an assistant,” the Income Tax Act only
states that he be “required under the

contract of employment to pay his
own expenses,” and not whether he
was required to have an assistant.
There was also no need for him to
show that his contract of employ-
ment required him to have an assis-
tant. In other words, it’s not the
actual requirement to have an assis-
tant but rather the requirement to
pay for any assistant hired, that
determines the tax deductibility.
Accordingly, the judge allowed him
to deduct his wife’s salary. AER
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The key is not whether you require an assistant, but whether 
you have to pay out of your own pocket
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Income investing? 
What’s your next move?
At its key policy meeting in September, the Bank of Canada 
once again held the line on interest rates.  With just one
more scheduled opportunity to adjust its strategy this year,
are we finally seeing the beginning of the end of this higher
rate cycle? And what will that mean for income
investments?

If you are plotting your client’s next move in this period of
uncertainty, you might want to consider funds that have
performed well in this last period of uncertainty.

Such as funds from Citadel Group, Canada’s leading family of
structured closed-end products. Despite rising interest
rates, every one of our funds has delivered consistent
monthly distributions and attractive, above-market yields
since inception – all in a tax-advantaged manner. 

What’s more, each of our funds remains well positioned for
whatever the future holds due to the quality of management 
and portfolio diversification achieved.

So before you make your next move, visit our new website
at www.citadelfunds.com or call Joe MacDonald, Citadel’s
Executive Vice President of Sales & Marketing at 
1 877 261 9674  to put uncertainty in check.

Citadel Diversified Investment Trust

Citadel S-1 Income Trust Fund

Citadel HYTES Fund

Citadel SMaRT Fund

Citadel Premium Income Fund

Series S-1 Income Fund

Income & Equity Index Participation Fund

Energy Plus Income Trust

Citadel Stable S-1

Sustainable Production Energy Trust

Equal Weight Plus Fund

CGF Resource 2006 Flow-Through LP

Commissions, trailing commissions, management fees, and expenses all may be associated

with exchange-traded fund investments. Exchange traded funds are not guaranteed, their

values change frequently, and past performance may not be repeated. Please review all

information, including the risk factors, set out in the Funds’ prospectus.
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