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I like to share the story about the man I
met a few years ago who wrote a letter to
the Canada Revenue Agency, which
read: “Dear Sir/Madam: I have been
cheating on my taxes for the last eight
years and I've been losing sleep at night.
Please find enclosed a cheque for $50.
P.S. If I still can’t sleep at night, I'll send
you the rest.”

Hey, cheating on your taxes is not a
good idea — but I can understand why
some people might be tempted to do it.
After all, the average Canadian family
will pay 43.5 per cent of its income this
year in one type of tax or another. The
Fraser Institute does the math each
year, and Tuesday of this week
represented “Tax Freedom Day.” Let me
explain.

Tax Freedom Day

If the average Canadian family had to
pay all its taxes upfront each year before
keeping a single dollar for itself, it would
have worked until this week, on June 8,
just to cover the bill. It wasn’t until
Tuesday that you could start to keep
your earnings for yourself.

Tax Freedom Day fell one day later this
year than in 2025, and is a far cry from
May 3, which was Tax Freedom Day
back in 1961 when retirees who are 65
years old today were born. The taxes in
the calculation include income, payroll,
health, sales, property, and profit taxes,
and taxes on the consumption of
alcohol, tobacco, fuel, motor vehicle
licence fees, carbon taxes, import duties,
natural resource fees, and other levies.
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The calculations

Check out the math: the average
Canadian family will earn $166,790 this
year and hand over $72,539 in total
taxes — that’s 43.5 cents of every dollar
earned. Nearly half your income is
spoken for before you buy groceries, pay
the mortgage, or save a dime.

Tax Freedom Day falls on different dates
depending on your province. This year,
the earliest falls on May 20 in
Saskatchewan while the latest falls on
June 27 in Quebec.
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Something worth noting: If
governments raised taxes to balance
their budgets, Tax Freedom Day would
fall 17 days later, on June 25.

Now here’s a question worth asking: do
you have to accept the average Tax
Freedom Day, or can you move it
earlier? The good news is that with some
simple planning, most Canadians can do
better.

The ideas

Let’s see what difference even these
simple ideas can make:

Maximize your RRSP. This remains the
most powerful tax-reduction tool
available to most Canadians. Every
dollar contributed to an RRSP saves tax
at your marginal tax rate. A couple in
Ontario earning $166,790 (each earning
half) and each contributing $10,000 to
their RRSPs will save $5,930 in taxes.
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Use your TFSA strategically. The Tax-
Free Savings Account doesn’t give you
an upfront deduction, but all growth and
withdrawals are tax-free. Cumulative
contribution room is now $109,000 for
someone who has been eligible since the
TFSA launched in 2009, and it would be
easy for our couple to save more than
$3,000 annually in taxes on investment
income in TFSAs.

Split income with family. Moving
income to a family member taxed at
lower rates can easily save you a few
thousand dollars annually. Consider
splitting pension income, making a
spousal loan, generating capital gains in
a minor’s hands, using a spousal RRSP,
or other ideas. See my article from Jan.
19, 2023, for more.

Claim every deduction. Many
Canadians leave allowable deductions
on the table. Things like work-from-
home expenses, professional dues,
investment carrying charges, child care
costs, and more. If you're self-employed
or have a side business, the list of
legitimate deductions expands in a big
way.

Consider incorporation. If you have a
business, the small business tax rate in
Canada is dramatically lower than
personal rates. In Ontario, for example,
the rate is 11.7 per cent for calendar
2026 on the first $500,000 of active
business income, compared with a top
personal rate of 53.5 per cent. If you
have business income you don’t
immediately need for living expenses, a
corporation lets you defer and manage
that tax burden strategically.

The new day

A household that earns $166,790 — right
at the national average — facing a tax bill
of $72,532 will reach Tax Freedom Day
on June 8 this year. Now apply a
handful of the strategies above: RRSP
contributions saving about $5,900 in
taxes; TFSA investments that sidestep
$3,200 of taxes on annual portfolio
income; legitimate home-office
deductions worth $2,100 in tax savings;
and income splitting that saves $1,000
annually.

The result? Taxes saved of about
$12,200, reducing the total tax bill to
$60,332 and total taxes from 43.5 per
cent to 36 per cent. This moves your Tax
Freedom Day from June 8 all the way
back to May 11. That’s almost four weeks
earlier.
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