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ARTICLE

Federal Budget 2019 — No Real Surprises

The Honourable William Morneau, Minister of Finance, tabled the 2019 Federal Budget
(Budget 2019) for the Government of Canada (the Government) on March 19, 2019 (Budget
Day). As expected in an election year, Budget 2019 spoke directly to the young, the elderly, the
"middle class" (and those working hard to join it), and federal government employees who
continue to be impacted by the Phoenix pay system. Of note, the largest single tax expenditure
is anticipated to be the Canada Training Credit with a cost of $815 million over 5 years.
Investors and employees holding lucrative stock options may be disappointed due to proposed
limits on benefits. On the business side, there will be increased support for research and
innovation and for Canadian journalism. There are a few anti-avoidance measures targeted at
the investment industry, which seem par for the course given other recent budgets. In addition,
Canada has reaffirmed international commitments to combat tax avoidance, improve beneficial
ownership transparency, and strengthen Canada’s Anti-Money Laundering and Anti-Terrorist
Financing Regime. Despite pressure from industry, the Government made no commitment to
engage in meaningful or comprehensive tax reform to enhance Canada’s tax competitiveness.

Business Income Tax Measures

Characte r Conversi on  T ransact i ons

In  2013 ,  the  Governm ent i n t roduced  ru l es to  the  Incom e Tax Act  (Canada) (the  Incom e Tax Act) a i m ed  a t  f i nanci a l  a rrangem ents (cha racte r conversi on
transact i ons) wh i ch  use  de ri va t i ve  con tracts to  convert  the  re tu rns on  an  i nvestm en t f rom  o rd i na ry i ncom e to  cap i ta l  ga i ns.  Under those  ru l es,  ga i ns
a ri si ng  f rom  a  “de ri va t i ve  fo rward  ag reem ent” were  t rea ted  as o rd i na ry i ncom e ra the r than  as a  cap i ta l  ga i n .  A de ri va t i ve  fo rward  ag reem ent was de f i ned
to  i ncl ude  any ag reem ent to  pu rchase  (o r se l l ) a  cap i ta l  p roperty where

the  te rm  o f  the  ag reem ent (o r se ri es o f  ag reem ents) exceeds 180  days,  and

the  d i ffe rence  be tween  the  fa i r m arke t  va l ue  o f  the  p roperty de l i ve red  on  se t t l em en t o f  the  ag reem ent and  the  am oun t pa i d  fo r the  p roperty i s
de ri va t i ve  i n  na tu re  (i .e . ,  i t  i s a t t ri bu tab l e ,  i n  who l e  o r i n  pa rt ,  to  an  underl yi ng  i n te rest  o the r than  ce rta i n  excl uded  i n te rests).

One  i m portan t  excl uded  i n te rest  i s where  the  econom i c re tu rn  f rom  a  pu rchase  o r sa l e  ag reem ent i s based  on  the  econom i c pe rfo rm ance  o f  the  actua l
p roperty be i ng  pu rchased  o r so l d .  T h i s excep t i on  i s i n tended  to  excl ude  ce rta i n  com m erci a l  t ransact i ons (such  as M &A transact i ons) f rom  the  scope  o f
the  ru l es.  T ransact i ons have  been  deve l oped  wh i ch  a rguab l y f i t  wi th i n  the  com m erci a l  t ransact i on  excep t i on ,  bu t  they a re  consi de red  a  m i suse  o f  the
excep t i on  as the i r pu rpose  i s no t  t i ed  to  the  type  o f  si tua t i ons to  wh i ch  the  excep t i on  was i n tended  to  app l y.  Genera l l y,  these  t ransact i ons i nvo l ve  the
fo rward  pu rchase  o f  an  i ncom e-genera t i ng  asse t  where  the  i ncom e i s ro l l ed  up  i n to  the  asse t  va l ue  and  rea l i zed  as a  cap i ta l  ga i n  when  the  t ransact i on
i s cl osed  ou t .

Budge t  2019  p roposes an  am endm ent tha t  i n t roduces an  add i t i ona l  qua l i f i ca t i on  fo r the  com m erci a l  t ransact i on  excep t i on  i n  the  de f i n i t i on  o f
“de ri va t i ve  fo rward  ag reem ent” as the  excep t i on  app l i es to  pu rchase  ag reem ents.  In  genera l  te rm s,  th i s am endm ent wi l l  p rovi de  tha t  the  com m erci a l
t ransact i on  excep t i on  i s unava i l ab l e  i f  i t  can  reasonab l y be  consi de red  tha t  one  o f  the  m a i n  pu rposes o f  the  se ri es o f  t ransact i ons,  o f  wh i ch  an
agreem ent to  pu rchase  a  securi ty i n  the  fu tu re  (o r an  equ i va l en t  ag reem ent) i s pa rt ,  i s fo r a  taxpayer to  convert  i n to  a  cap i ta l  ga i n  an  am oun t pa i d  on
the  securi ty,  by the  i ssuer o f  the  securi ty,  du ri ng  the  pe ri od  tha t  the  securi ty i s sub j ect  to  the  ag reem ent.

T h i s m easure  wi l l  app l y to  t ransact i ons en te red  i n to  on  o r a f te r Budge t  Day.  I t  wi l l  a l so  app l y a f te r Decem ber 2019  to  t ransact i ons tha t  were  en te red
i n to  be fo re  Budge t  Day tha t  extended  o r renewed  the  te rm s o f  the  ag reem ent on  o r a f te r Budge t  Day.  T h i s g rand fa the ri ng  wi l l  i nco rpo ra te  the  sam e
growth  l i m i ts used  under the  t ransi t i ona l  re l i e f  p rovi ded  under the  de ri va t i ve  fo rward  ag reem ent ru l es i n t roduced  i n  2013 .

M utua l  Funds:  A l l oca t i on  to  Redeem ers M ethodo l ogy

In  o rde r to  support  un i tho l de r fa i rness i n  the  m utua l  fund  i ndustry,  the  Incom e Tax Act  p rovi des the  cap i ta l  ga i ns re fund  m echan i sm , wh i ch  i s a  fo rm u l a
tha t  reduces the  am oun t o f  rea l i zed  cap i ta l  ga i ns tha t  wou l d  o the rwi se  be  payab l e  to  un i tho l de rs a t  the  t rust  l eve l  by the  am oun t o f  ga i ns rea l i zed  on
the  redem pt i on  o f  un i ts du ri ng  the  year.  Due  to  the  pe rce i ved  i ne ff i ci enci es o f  the  fo rm u l a ,  the  m utua l  fund  i ndustry deve l oped  a  m ethodo l ogy o f
a l l oca t i ng  cap i ta l  ga i ns to  un i tho l de rs on  the  redem pt i on  o f  the i r un i ts (the  a l l oca t i on  to  redeem ers m ethodo l ogy),  wh i ch  was sanct i oned  by the
Canada  Revenue  Agency (the  CRA) i n  a  num ber o f  advance  i ncom e tax ru l i ngs.  Under the  m ethodo l ogy,  a  un i tho l de r’s p roceeds on  redem pt i on  was
reduced  by the  am oun t o f  cap i ta l  ga i ns a l l oca ted ,  and  the  m utua l  fund  t rust  was ab l e  to  cl a i m  a  co rrespond i ng  deduct i on .

T he  Departm en t o f  Fi nance  be l i eves tha t  ce rta i n  m u tua l  fund  t rusts have  been  usi ng  the  a l l oca t i on  to  redeem ers m ethodo l ogy to  a l l oca te  cap i ta l  ga i ns
to  redeem i ng  un i tho l de rs i n  excess o f  the  cap i ta l  ga i ns tha t  wou l d  o the rwi se  have  been  rea l i zed  by these  un i tho l de rs on  the  redem pt i on  o f  the i r un i ts,
resu l t i ng  i n  an  i nappropri a te  de fe rra l  o f  tax on  the  excess am oun t fo r these  rem a i n i ng  un i tho l de rs.

To  address th i s pe rce i ved  abuse ,  Budge t  2019  p roposes to  i n t roduce  a  new ru l e  tha t  wou l d  deny a  m utua l  fund  t rust  a  deduct i on  i n  respect  o f  the
port i on  o f  an  a l l oca t i on  m ade  to  a  un i tho l de r on  a  redem pt i on  o f  a  un i t  o f  the  m utua l  fund  t rust  tha t  i s g rea te r than  the  cap i ta l  ga i n  tha t  wou l d
o the rwi se  have  been  rea l i zed  by the  un i tho l de r on  the  redem pt i on ,  i f  the  fo l l owi ng  cond i t i ons a re  m et:

the  a l l oca ted  am oun t i s a  cap i ta l  ga i n ;  and

the  un i tho l de r’s redem pt i on  p roceeds a re  reduced  by the  a l l oca t i on .

In  add i t i on ,  Budge t  2019  p roposes to  i n t roduce  a  new ru l e  tha t  wi l l  deny a  m utua l  fund  t rust  a  deduct i on  i n  respect  o f  an  a l l oca t i on  m ade  to  a
un i tho l de r on  a  redem pt i on ,  i f



the  a l l oca ted  am oun t i s o rd i na ry i ncom e, and

the  un i tho l de r’s redem pt i on  p roceeds a re  reduced  by the  a l l oca t i on .

Bo th  o f  these  m easures wi l l  app l y to  taxa t i on  years o f  m u tua l  fund  t rusts tha t  beg i n  on  o r a f te r Budge t  Day,  and  they a re  expected  to  have  a  si gn i f i can t
i m pact  on  the  ET F i ndustry.

Sci en t i f i c Research  and  Experi m en ta l  Deve l opm ent (SR&ED) Prog ram

For Canad i an -con tro l l ed  p ri va te  co rpo ra t i ons (CCPCs),  a  fu l l y re fundab l e  enhanced  tax cred i t  a t  a  ra te  o f  35  pe r cen t  (as com pared  to  15  pe r cen t  non-
re fundab l e  tax cred i t  fo r non-CCPCs and  un i nco rpo ra ted  busi nesses) i s ava i l ab l e  on  up  to  $3  m i l l i on  o f  qua l i fyi ng  SR&ED expend i tu res annua l l y.  T he
expend i tu re  l i m i t  fo r a  taxa t i on  year fo r an  associ a ted  g roup  i s g radua l l y reduced  where  (i ) taxab l e  i ncom e fo r the  p revi ous taxa t i on  year i s be tween
$500 ,000  and  $800 ,000  and  (i i ) taxab l e  cap i ta l  em p l oyed  i n  Canada  fo r the  p revi ous taxa t i on  year i s be tween  $10  m i l l i on  and  $50  m i l l i on .  Budge t
2019  p roposes to  repea l  the  use  o f  taxab l e  i ncom e as a  facto r i n  de te rm i n i ng  a  CCPC’s annua l  expend i tu re  l i m i t  fo r the  pu rpose  o f  the  enhanced
SR&ED tax cred i t .  As a  resu l t ,  sm a l l  CCPCs wi th  taxab l e  cap i ta l  o f  up  to  $10  m i l l i on  wi l l  bene f i t  f rom  unreduced  access to  the  enhanced  re fundab l e
SR&ED cred i t  regard l ess o f  the i r taxab l e  i ncom e p rovi ded  the i r taxab l e  cap i ta l  does no t  exceed  $10  m i l l i on .  T h i s m easure  wi l l  app l y to  taxa t i on  years
tha t  end  on  o r a f te r Budge t  Day.

Cap i ta l  Cost  A l l owance  (CCA) Ru l es fo r Ze ro -Em i ssi on  Veh i cl es

Budge t  2019  p roposes to  p rovi de  a  tem pora ry enhanced  f i rst -yea r CCA ra te  o f  100  pe r cen t  i n  respect  o f  e l i g i b l e  ze ro -em i ssi on  veh i cl es,  wh i ch  fo l l ows
short l y a f te r the  announcem ent o f  o the r acce l e ra ted  CCA m easures i n  the  Fa l l  Econom i c Sta tem ent on  Novem ber 21 ,  2018  (the  Fa l l  Econom i c
Sta tem ent).  T he  new m easure  app l i es to  e l i g i b l e  ze ro -em i ssi on  veh i cl es acqu i red  on  o r a f te r Budge t  Day and  becom e ava i l ab l e  fo r use  be fo re  2028 ,
sub j ect  to  a  phase-ou t  fo r veh i cl es wh i ch  becom e ava i l ab l e  fo r use  a f te r 2023 .  Fo r veh i cl es acqu i red  i n  2024  o r 2025 ,  the  enhanced  a l l owance  wi l l  be
reduced  to  75  pe r cen t ,  and  fo r those  acqu i red  i n  2026  o r 2027 ,  the  enhanced  a l l owance  wi l l  be  reduced  fu rthe r to  55  pe r cen t .  A taxpayer wi l l  be  ab l e
to  cl a i m  the  enhanced  a l l owance  i n  respect  o f  an  e l i g i b l e  ze ro -em i ssi on  veh i cl e  on l y fo r the  taxa t i on  year i n  wh i ch  the  veh i cl e  f i rst  becom es ava i l ab l e
fo r use .  CCA wi l l  be  deduct i b l e  on  any rem a i n i ng  ba l ances i n  the  new cl asses on  a  decl i n i ng -ba l ance  basi s a t  a  ra te  o f  30  pe r cen t  fo r Cl ass 54  and  40
per cen t  fo r Cl ass 55 .

Budge t  2019  a l so  con f i rm s the  Governm ent ’s i n ten t i on  to  p roceed  wi th  the  Acce l e ra ted  Investm en t Incen t i ve ,  and  the  i m m ed i a te  100  pe r cen t  wri te -o ff
o f  newl y acqu i red  equ i pm ent used  i n  m anu factu ri ng  and  p rocessi ng  as we l l  as speci f i ed  cl ean  energy equ i pm en t.  Bo th  m easures were  announced  i n
the  Fa l l  Econom i c Sta tem en t.

Support  fo r Canad i an  Journa l i sm  Organ i za t i ons

Budge t  2019  i n t roduces th ree  new tax m easures to  support  Canad i an  j ou rna l i sm  o rgan i za t i ons:

Qua l i f i ed  Donee  Sta tus:  Budge t  2019  p roposes to  a l l ow Canad i an  j ou rna l i sm  o rgan i za t i ons tha t  m ee t ce rta i n  cond i t i ons to  app l y to  the  CRA to  be
reg i ste red  as qua l i f i ed  donees.  L i ke  reg i ste red  chari t i es,  these  o rgan i za t i ons wi l l  be  exem pt f rom  i ncom e tax and  wi l l  be  en t i t l ed  to  i ssue  chari tab l e
dona t i on  rece i p ts.  T h i s m easure  wi l l  app l y as o f  January 1 ,  2020 .

Re fundab l e  Labour Tax Cred i t : Budge t  2019  p roposes to  i n t roduce  a  25  pe r cen t  re fundab l e  l abour tax cred i t  on  sa l a ry o r wages pa i d  to  e l i g i b l e
newsroom  em p l oyees o f  qua l i fyi ng  Canad i an  j ou rna l i sm  o rgan i za t i ons.  T h i s m easure  wi l l  app l y to  sa l a ry o r wages ea rned  i n  respect  o f  a  pe ri od  on
or a f te r January 1 ,  2019 .

Persona l  Incom e Tax Cred i t  fo r Di g i ta l  Subscri p t i ons: Budge t  2019  p roposes a  tem pora ry,  non-re fundab l e  15  pe r cen t  tax cred i t  fo r subscri p t i ons to
Canad i an  d i g i ta l  news.  T h i s wi l l  a l l ow i nd i vi dua l s to  cl a i m  up  to  $500  i n  costs pa i d  towards e l i g i b l e  d i g i ta l  subscri p t i ons i n  a  taxa t i on  year,  fo r a
m axi m um  tax cred i t  o f  $75  annua l l y.  T h i s cred i t  wi l l  be  ava i l ab l e  i n  respect  o f  e l i g i b l e  am oun ts pa i d  a f te r 2019  and  be fo re  2025 .

“Qua l i f i ed  Canad i an  Journa l i sm  Organ i za t i on ” sta tus i s a  necessary cond i t i on  fo r each  o f  the  th ree  m easures.  An  i ndependen t  pane l  wi l l  be  estab l i shed
to  recom m end e l i g i b i l i ty cri te ri a  fo r the  pu rposes o f  these  m easures.  Once  the  pane l  has m ade  i ts recom m enda t i ons,  e l i g i b i l i ty o f  o rgan i za t i ons wi l l  be
eva l ua ted  and  a  recogn i t i on  p rocess wi l l  be  pu t  i n  p l ace .

International Tax Measures

Transfe r Pri ci ng  M easures

Order o f  App l i ca t i on  o f  Transfe r Pri ci ng  Ru l es

To p rovi de  g rea te r ce rta i n ty i n  the  app l i ca t i on  o f  the  i ncom e tax ru l es,  Budge t  2019  p roposes to  am end  the  Incom e Tax Act  to  cl a ri fy tha t  the  t ransfe r
p ri ci ng  ru l es i n  Part  XVI.1  app l y i n  p ri o ri ty to  the  app l i ca t i on  o f  the  p rovi si ons i n  o the r pa rts o f  the  Incom e Tax Act ,  i ncl ud i ng  the  p rovi si ons re l a t i ng  to
o rd i na ry i ncom e com puta t i on  i n  Part  I .  T he  cu rren t  excep t i ons to  the  app l i ca t i on  o f  the  t ransfe r p ri ci ng  ru l es tha t  pe rta i n  to  si tua t i ons i n  wh i ch  a
Canad i an  resi den t  co rpo ra t i on  has an  am oun t owi ng  f rom , o r extends a  guaran tee  i n  respect  o f  an  am oun t owi ng  by,  a  con tro l l ed  fo re i gn  a ff i l i a te  wi l l
con t i nue  to  app l y.

T h i s m easure  wi l l  app l y to  taxa t i on  years tha t  beg i n  on  o r a f te r Budge t  Day.

App l i cab l e  Reassessm ent Peri od

For pu rposes o f  the  t ransfe r p ri ci ng  ru l es the  de f i n i t i on  o f  “t ransact i on ” i s expanded  to  i ncl ude  an  a rrangem ent o r an  even t .  T h i s expanded  de f i n i t i on  o f
“t ransact i on ” used  i n  the  t ransfe r p ri ci ng  ru l es does no t  cu rren t l y app l y fo r the  pu rposes o f  the  ru l e  estab l i sh i ng  an  extended  th ree -year reassessm ent
pe ri od  re l a t i ng  to  t ransact i ons i nvo l vi ng  a  taxpayer and  a  non-resi den t  wi th  whom  the  taxpayer does no t  dea l  a t  a rm ’s l eng th .  Budge t  2019  p roposes to
am end  the  Incom e Tax Act  to  p rovi de  tha t  the  de f i n i t i on  o f  “t ransact i on ” used  i n  the  t ransfe r p ri ci ng  ru l es a l so  be  used  fo r the  pu rposes o f  the  extended
reassessm ent pe ri od .  T he  m easure  i s i n tended  to  m a tch  the  extended  reassessm ent pe ri od  wi th  the  fu l l  range  o f  t ransact i ons to  wh i ch  the  t ransfe r
p ri ci ng  ru l es m ay app l y.

T h i s m easure  wi l l  app l y to  taxa t i on  years fo r wh i ch  the  no rm a l  reassessm ent pe ri od  ends on  o r a f te r Budge t  Day.

Fore i gn  Aff i l i a te  Dum p i ng

Fore i gn  a ff i l i a te  dum p i ng  ru l es cu rren t l y app l y on l y i n  respect  o f  co rpo ra t i ons resi den t  i n  Canada  (CRICs) tha t  a re  con tro l l ed  by a  non-resi den t
co rpo ra t i on  (o r by a  re l a ted  g roup  o f  non-resi den t  co rpo ra t i ons).  T he  Governm ent has i den t i f i ed  si m i l a r po l i cy concerns where  a  CRIC con tro l l ed  by a
non-resi den t  i nd i vi dua l  o r t rust  m akes an  i nvestm en t i n  a  fo re i gn  a ff i l i a te .  Accord i ng l y,  Budge t  2019  p roposes to  extend  the  app l i ca t i on  o f  these  ru l es
to  CRICs tha t  a re  con tro l l ed  by

a  non-resi den t  i nd i vi dua l ,

a  non-resi den t  t rust ,  o r

a  g roup  o f  pe rsons tha t  do  no t  dea l  wi th  each  o the r a t  a rm ’s l eng th ,  com pri si ng  any com b i na t i on  o f  non-resi den t  co rpo ra t i ons,  non-resi den t
i nd i vi dua l s,  and  non-resi den t  t rusts.
T he  p roposa l s i ncl ude  an  extended  m ean i ng  o f  “re l a ted ” tha t  app l i es fo r the  pu rpose  o f  de te rm i n i ng  whe the r a  non-resi den t  t rust  does no t  dea l  a t
a rm ’s l eng th  wi th  ano the r non-resi den t  pe rson .



T h i s m easure  wi l l  app l y to  t ransact i ons and  even ts tha t  occu r on  o r a f te r Budge t  Day.

Cross-Border Share  Lend i ng  Arrangem ents

Securi t i es l end i ng  i s a  p ract i ce  com m on l y used  i n  cap i ta l  m arke ts.  A securi t i es l end i ng  a rrangem ent m ay i nvo l ve  a  non-resi den t  l end i ng  a  share  to  a
Canad i an  resi den t ,  and  the  Canad i an  resi den t  ag ree i ng  to  re tu rn  an  i den t i ca l  sha re  to  the  non-resi den t  i n  the  fu tu re ,  p rovi d i ng  co l l a te ra l  as securi ty.
Over the  te rm  o f  the  a rrangem ent,  the  Canad i an  resi den t  i s ob l i ga ted  to  m ake  paym ents as com pensa t i on  fo r any d i vi dends pa i d  by the  i ssuer o f  the
l en t  sha re  (d i vi dend  com pensa t i on  paym ents).  T he  a rrangem ent i n tends to  pu t  the  non-resi den t  i n  the  sam e econom i c posi t i on  wi th  respect  to  the  l en t
share  as i f  i t  had  con t i nued  to  ho l d  the  l en t  sha re .

T he  Incom e Tax Act  con ta i ns ru l es tha t  deem  a  d i vi dend  com pensa t i on  paym ent m ade  under a  “fu l l y co l l a te ra l i zed ” securi t i es l end i ng  a rrangem ent to
be  a  paym ent m ade  by the  Canad i an  resi den t  to  the  non-resi den t  o f  a  d i vi dend  payab l e  on  the  l en t  sha re ,  wh i ch  i s sub j ect  to  wi thho l d i ng  tax.  Fo r the
purpose  o f  these  ru l es,  a  securi t i es l end i ng  a rrangem ent i s “fu l l y co l l a te ra l i zed ” i f  the  Canad i an  resi den t  p rovi des co l l a te ra l  to  the  non-resi den t  i n  the
fo rm  o f  m oney o r governm ent deb t  ob l i ga t i ons wi th  a  va l ue  o f  95  pe r cen t  o r m ore  o f  the  l en t  sha re .  I f  a  securi t i es l end i ng  a rrangem ent i s no t  “fu l l y
co l l a te ra l i zed ”,  the  d i vi dend  com pensa t i on  paym ent i s i nstead  deem ed to  be  a  paym ent o f  i n te rest  m ade  by the  Canad i an  resi den t  to  the  non-resi den t ,
wh i ch  i s genera l l y exem pt f rom  wi thho l d i ng  tax p rovi ded  the  pa rt i es dea l  a t  a rm ’s l eng th .

Budge t  2019  i n t roduces a  num ber o f  m easures i n tended  to  p reven t  non-resi den t  taxpayers f rom  avo i d i ng  Canad i an  d i vi dend  wi thho l d i ng  tax on
com pensa t i on  paym ents m ade  under cross-bo rde r sha re  l end i ng  a rrangem ents wi th  respect  to  sha res o f  Canad i an -resi den t  co rpo ra t i ons (Canad i an
shares),  e i the r th rough  securi t i es l end i ng  a rrangem ents tha t  a re  st ructu red  no t  to  m ee t the  “fu l l y co l l a te ra l i zed ” test ,  o r by en te ri ng  i n to  securi t i es l oans
tha t  a re  desi gned  to  fa i l  the  requ i rem en ts o f  the  “securi t i es l end i ng  a rrangem ent” de f i n i t i on .  T he  Governm ent con tends tha t  exi st i ng  ru l es m ay be  used
to  cha l l enge  these  types o f  a rrangem ents i n  ce rta i n  ci rcum stances;  however,  fo r the  sake  o f  e ff i ci ency,  the  Governm ent i s p roposi ng  speci f i c m easures
i n  Budge t  2019 .

Under the  p roposed  am endm ents,  a  d i vi dend  com pensa t i on  paym ent m ade  under a  securi t i es l end i ng  a rrangem ent by a  Canad i an  resi den t  to  a  non-
resi den t  i n  respect  o f  a  Canad i an  share  wi l l  a l ways be  t rea ted  as a  d i vi dend  under the  characte ri za t i on  ru l es (and  the re fo re  a l ways sub j ect  to
wi thho l d i ng  tax).  Budge t  2019  a l so  p roposes an  am endm ent to  app l y the  characte ri za t i on  ru l es no t  on l y to  a  “securi t i es l end i ng  a rrangem ent” under the
Incom e Tax Act ,  bu t  a l so  to  a  “speci f i ed  securi t i es l end i ng  a rrangem ent” wh i ch  i ncl udes securi t i es l oans tha t  a re  substan t i a l l y si m i l a r to  securi t i es
l end i ng  a rrangem ents.  Fi na l l y,  com p l em enta ry am endm ents a re  p roposed  to  ensure  tha t  the  securi t i es l end i ng  a rrangem ent ru l es canno t  be  used  to
ob ta i n  o the r un i n tended  wi thho l d i ng  tax bene f i ts.

T hese  p roposed  am endm ents wi l l  app l y to  com pensa t i on  paym ents tha t  a re  m ade  on  o r a f te r Budge t  Day un l ess the  securi t i es l oan  was i n  p l ace  be fo re
Budge t  Day,  i n  wh i ch  case  the  am endm ents wi l l  app l y to  com pensa t i on  paym ents m ade  a f te r Sep tem ber 2019 .

In  add i t i on ,  Budge t  2019  p roposes to  b roaden  an  exi st i ng  Canad i an  d i vi dend  wi thho l d i ng  tax exem pt i on  to  ci rcum stances where  the  securi t i es l end i ng
characte ri za t i on  ru l es wou l d  o the rwi se  resu l t  i n  i nappropri a te l y taxi ng  com pensa t i on  paym ents m ade  under ce rta i n  securi t i es l end i ng  a rrangem ents i n
respect  o f  sha res o f  fo re i gn  co rpo ra t i ons.  T h i s p roposed  am endm ent wi l l  app l y to  d i vi dend  com pensa t i on  paym ents m ade  on  o r a f te r Budge t  Day.

Revi ew o f  Base  Erosi on  and  Pro f i t  Sh i f t i ng  (BEPS)

Large  m u l t i na t i ona l  en te rp ri ses i n  Canada  and  e l sewhere  a re  now requ i red  to  f i l e  coun try-by-coun try reports tha t  i ncl ude  i n fo rm at i on  on  the i r g l oba l
a l l oca t i on  o f  i ncom e and  taxes,  as we l l  as the  na tu re  o f  the i r g l oba l  busi ness act i vi t i es.  T hese  reports a re  exchanged  be tween  the  CRA and  o the r tax
au tho ri t i es wi th  whom  Canada  has exchange  ag reem ents.  Coun try-by-coun try reports a re  an  i m portan t  too l  i n  addressi ng  BEPS by p rovi d i ng  the  CRA
and  o the r tax au tho ri t i es wi th  new i n fo rm at i on  to  be t te r assess t ransfe r p ri ci ng  ri sks.  In  con j unct i on  wi th  o the r i n te rna t i ona l  tax au tho ri t i es,  Canada  i s
now part i ci pa t i ng  i n  a  revi ew o f  these  report i ng  standards to  ensure  tha t  they p rovi de  tax adm i n i st ra to rs wi th  i n fo rm at i on  tha t  a l l ows fo r p roper
assessm ent o f  t ransfe r p ri ci ng  and  o the r BEPS ri sks.  T h i s revi ew i s schedu l ed  to  be  com p l e ted  i n  2020 .

Personal Income Tax Measures

Em pl oyee  Stock Op t i ons

Budge t  2019  announces the  Governm ent ’s i n ten t  to  l i m i t  the  use  o f  the  cu rren t  em p l oyee  stock op t i on  tax reg i m e  and  m ove  toward  a l i gn i ng  the  tax
trea tm en t wi th  the  Un i ted  Sta tes fo r em p l oyees o f  l a rge ,  l ong -estab l i shed ,  m a tu re  f i rm s.  T he  cu rren t  tax ru l es p rovi de  p re fe ren t i a l  tax t rea tm en t to
em p l oyee  stock op t i ons i n  the  fo rm  o f  a  deduct i on  wh i ch  e ffect i ve l y resu l ts i n  the  bene f i t  be i ng  taxed  a t  a  ra te  equa l  to  one  ha l f  o f  the  no rm a l  ra te  o f
pe rsona l  taxa t i on ,  the  sam e e ffect i ve  ra te  as fo r cap i ta l  ga i ns.  In  the  Governm ent 's vi ew, the  tax bene f i ts o f  the  em p l oyee  stock op t i on  deduct i on
d i sp roport i ona te l y accrue  to  a  ve ry sm a l l  num ber o f  h i gh -i ncom e i nd i vi dua l s.

To  address th i s pe rce i ved  i nequ i ty,  the  Governm ent i n tends to  m ove  fo rward  wi th  changes to  l i m i t  the  bene f i t  o f  the  em p l oyee  stock op t i on  deduct i on
by app l yi ng  a  $200 ,000  annua l  cap  on  em p l oyee  stock op t i on  g ran ts (based  on  the  fa i r m arke t  va l ue  o f  the  underl yi ng  shares) tha t  m ay rece i ve  tax-
p re fe rred  t rea tm en t fo r em p l oyees o f  l a rge ,  l ong -estab l i shed ,  m a tu re  f i rm s.  Fo r sta rt -ups and  rap i d l y g rowi ng  Canad i an  busi nesses,  em p l oyee  stock
op t i on  bene f i ts wou l d  rem a i n  uncapped .  Any changes wou l d  app l y on  a  go -fo rward  basi s on l y and  wou l d  no t  app l y to  em p l oyee  stock op t i ons g ran ted
pri o r to  the  announcem ent o f  l eg i sl a t i ve  p roposa l s to  i m p l em ent any new reg i m e . Fu rthe r de ta i l s o f  th i s m easure  wi l l  be  re l eased  be fo re  the  sum m er o f
2019 .

Add i t i ona l  Types o f  Annu i t i es under Reg i ste red  P l ans

Curren t  tax ru l es genera l l y requ i re  tha t  an  annu i ty pu rchased  wi th i n  a  reg i ste red  p l an  m ust  com m ence  by the  end  o f  the  year i n  wh i ch  the  annu i tan t
tu rns 71 .  Budge t  2019  p roposes to  pe rm i t  reg i ste red  re t i rem en t savi ngs p l ans (RRSPs),  reg i ste red  re t i rem en t i ncom e funds,  de fe rred  p ro f i t  sha ri ng  p l ans,
poo l ed  reg i ste red  pensi on  p l ans (PRPPs) and  de f i ned  con tri bu t i on  reg i ste red  pensi on  p l ans (DC RPPs) to  acqu i re  an  advanced  l i fe  de fe rred  annu i ty
(ALDA).  An  ALDA i s a  l i fe  annu i ty the  com m encem ent o f  wh i ch  m ay be  de fe rred  un t i l  the  end  o f  the  year i n  wh i ch  the  annu i tan t  tu rns 85 .

In  o rde r to  qua l i fy,  the  annu i ty con tract  m ust  sta te  tha t  i t  i n tends to  qua l i fy as an  ALDA and  sa t i sfy a  num ber o f  requ i rem en ts.  An  i nd i vi dua l  wi l l  be
sub j ect  to  a  l i fe t i m e  ALDA l i m i t  equa l  to  25  pe r cen t  o f  a  speci f i ed  am oun t i n  re l a t i on  to  a  pa rt i cu l a r qua l i fyi ng  p l an .  An  i nd i vi dua l  wi l l  a l so  be  sub j ect
to  a  com prehensi ve  l i fe t i m e  ALDA do l l a r l i m i t  o f  $150 ,000  f rom  a l l  qua l i fyi ng  p l ans.

Budge t  2019  a l so  p roposes to  am end  the  tax ru l es to  pe rm i t  PRPPs and  DC RPPs to  p rovi de  va ri ab l e  paym ent l i fe  annu i t i es (VPLA) to  m em bers d i rect l y
f rom  the  p l an .  A VPLA wi l l  p rovi de  paym ents tha t  va ry based  on  the  i nvestm en t pe rfo rm ance  o f  the  underl yi ng  annu i t i es fund  and  on  the  m orta l i ty
experi ence  o f  VPLA annu i tan ts.

PRPP and  DC RPP adm i n i st ra to rs wi l l  be  pe rm i t ted  to  estab l i sh  a  separa te  annu i t i es fund  under the  p l an  to  rece i ve  t ransfe rs o f  am oun ts f rom  m em bers’
accoun ts to  p rovi de  VPLAs. A m i n i m um  o f  10  re t i red  m em bers wi l l  be  requ i red  to  pa rt i ci pa te  i n  a  VPLA a rrangem ent i n  o rde r fo r a  p l an  to  estab l i sh
such  an  a rrangem ent.  VPLAs wi l l  be  requ i red  to  com p l y wi th  ce rta i n  exi st i ng  tax ru l es app l i cab l e  to  PRPPs and  DC RPPs, as we l l  as add i t i ona l
requ i rem en ts.

T he  Governm ent wi l l  consu l t  on  po ten t i a l  changes to  federa l  pensi on  bene f i ts standards l eg i sl a t i on  to  accom m odate  VPLAs fo r fede ra l l y regu l a ted
PRPPs and  DC RPPs. To  the  exten t  tha t  p rovi nces wi sh  to  accom m odate  VPLAs fo r p rovi nci a l l y regu l a ted  PRPPs and  DC RPPs, they m ay need  to
am end  the i r p rovi nci a l  pensi on  bene f i ts standards l eg i sl a t i on .

T hese  m easures wi l l  app l y to  the  2020  and  subsequen t  taxa t i on  years.

Reg i ste red  Di sab i l i ty Savi ngs P l ans (RDSPs)

Where  a  bene f i ci a ry o f  a  RDSP ceases to  be  e l i g i b l e  fo r the  Di sab i l i ty Tax Cred i t  (DT C) fo r a  fu l l  yea r,  the  RDSP m ust  be  cl osed  (and  Canada  Di sab i l i ty
Savi ngs Gran ts and  Canada  Di sab i l i ty Savi ngs Bonds rece i ved  i n  the  p ri o r 10  years repa i d ) by the  end  o f  the  fo l l owi ng  year,  sub j ect  to  the  ab i l i ty to
e l ect  to  extend  the  pe ri od  du ri ng  wh i ch  the  RDSP can  rem a i n  open  where  a  m ed i ca l  p ract i t i one r ce rt i f i es tha t  the  bene f i ci a ry i s l i ke l y to  be  e l i g i b l e  fo r
the  DT C i n  the  fo reseeab l e  fu tu re .  T he  e l ect i on  can  be  va l i d  fo r a  m axi m um  o f  fou r yea rs a f te r wh i ch  the  RDSP m ust  be  cl osed  i f  the  bene f i ci a ry has
no t  becom e e l i g i b l e  fo r the  DT C wi th i n  the  e l ect i on  pe ri od .

Budge t  2019  p roposes to  rem ove  the  t i m e  l i m i ta t i on  on  the  pe ri od  tha t  an  RDSP m ay rem a i n  open  a f te r a  bene f i ci a ry becom es i ne l i g i b l e  fo r the  DT C
and  to  e l i m i na te  the  requ i rem en t fo r m ed i ca l  ce rt i f i ca t i on  tha t  the  bene f i ci a ry i s l i ke l y to  becom e e l i g i b l e  fo r the  DT C i n  the  fu tu re  i n  o rde r fo r the
p l an  to  rem a i n  open .  Fu rthe r,  the  ob l i ga t i on  to  repay the  Canada  Di sab i l i ty Savi ngs Gran ts and  Canada  Di sab i l i ty Savi ngs Bonds wi l l  g radua l l y aba te



a f te r the  bene f i ci a ry tu rns 60 .  T he  genera l  ru l es tha t  cu rren t l y app l y i n  respect  o f  a  pe ri od  du ri ng  wh i ch  an  RDSP m ay rem a i n  open  a f te r a  bene f i ci a ry
becom es i ne l i g i b l e  fo r the  DT C wi l l  con t i nue  to  app l y wi th  ce rta i n  m od i f i ca t i ons.  I f  a  bene f i ci a ry rega i ns e l i g i b i l i ty fo r the  DT C, the  regu l a r RDSP ru l es
wi l l  app l y com m enci ng  wi th  the  year i n  wh i ch  the  bene f i ci a ry becom es e l i g i b l e  fo r the  DT C.

T h i s m easure  wi l l  app l y a f te r 2020 .  An  RDSP i ssuer wi l l  no t  be  requ i red  to  cl ose  an  RDSP on  o r a f te r Budge t  Day and  be fo re  2021  so l e l y because  the
RDSP bene f i ci a ry i s no  l onger e l i g i b l e  fo r the  DT C.

Restri ct i on  on  Con tri bu t i ons to  a  Speci f i ed  M u l t i -Em p l oye r P l an  (SM EP)

A SM EP i s a  speci f i c type  o f  un i on -sponsored ,  de f i ned  bene f i t  reg i ste red  pensi on  p l an  (DB RPP).  In  o rde r to  b ri ng  the  SM EP ru l es i n  l i ne  wi th  the
pensi on  tax p rovi si ons tha t  app l y to  o the r DB RPPs, Budge t  2019  p roposes to  am end  the  tax ru l es to  p roh i b i t  con tri bu t i ons i n  respect  o f  a  m em ber a f te r
the  end  o f  the  year the  m em ber tu rns 71  and  con tri bu t i ons to  a  de f i ned  bene f i t  p rovi si on  o f  a  SM EP i f  the  m em ber i s a t  the  sam e t i m e  rece i vi ng  a
pensi on  f rom  the  p l an  (excep t  under a  qua l i fyi ng  phased  re t i rem en t p rog ram ).

To  p rovi de  SM EP sponsors and  em p l oye rs wi th  a  f l exi b l e  t ransi t i on  pe ri od ,  th i s m easure  wi l l  app l y i n  respect  o f  SM EP con tri bu t i ons m ade  pu rsuan t  to
co l l ect i ve  ba rga i n i ng  ag reem ents en te red  i n to  a f te r 2019 ,  i n  re l a t i on  to  con tri bu t i ons m ade  a f te r the  da te  o f  the  ag reem ent.

Pensi onab l e  Servi ce  under an  Ind i vi dua l  Pensi on  P l an  (IPP)

Budge t  2019  p roposes to  am end  the  pensi on  t ransfe r ru l es to  restri ct  the  ab i l i ty to  t ransfe r the  accrued  va l ue  i n  a  DB RPP to  an  IPP. An  IPP i s a  DB
RPP tha t  has fewer than  fou r m em bers,  a t  l east  one  o f  whom  i s re l a ted  to  the  em p l oye r tha t  pa rt i ci pa tes i n  the  IPP. T he  p roposed  m easures a re  a i m ed
a t addressi ng  p l ann i ng  tha t  seeks to  ci rcum ven t p rescri bed  t ransfe r l i m i ts.  App l i cab l e  to  pensi onab l e  se rvi ce  cred i ted  under an  IPP on  o r a f te r Budge t
Day,  IPPs wi l l  be  p roh i b i ted  f rom  p rovi d i ng  re t i rem en t bene f i ts i n  respect  o f  past  yea rs o f  em p l oym ent tha t  were  pensi onab l e  se rvi ce  under a  DB RPP o f
an  em p l oye r,  o the r than  the  IPP’s pa rt i ci pa t i ng  em p l oye r (o r i ts p redecessor em p l oye r).  Any asse ts t ransfe rred  f rom  a  fo rm er em p l oye r’s DB RPP to  an
IPP tha t  re l a te  to  bene f i ts p rovi ded  i n  respect  o f  p roh i b i ted  se rvi ce  wi l l  be  consi de red  to  be  a  non-qua l i fyi ng  t ransfe r tha t  i s requ i red  to  be  i ncl uded  i n
the  i ncom e o f  the  m em ber fo r i ncom e tax pu rposes.

Carryi ng  on  Busi ness i n  a  Tax-Free  Savi ngs Accoun t  (T FSA)

Budge t  2019  p roposes to  extend  the  j o i n t  and  severa l  l i ab i l i ty fo r tax owi ng  on  i ncom e f rom  ca rryi ng  on  a  busi ness i n  a  T FSA, wh i ch  i s cu rren t l y
i m posed  on  the  t rustee  o f  a  T FSA (i .e . ,  a  f i nanci a l  i nst i tu t i on ) and  the  T FSA i tse l f ,  to  the  T FSA ho l de r.  T h i s m easure  recogn i zes tha t  a  T FSA ho l de r i s
typ i ca l l y i n  the  best  posi t i on  to  know whe the r the  act i vi t i es o f  the  T FSA const i tu te  ca rryi ng  on  a  busi ness.  T he  j o i n t  and  severa l  l i ab i l i ty o f  a  t rustee  o f
a  T FSA a t  any t i m e  i n  respect  o f  busi ness i ncom e earned  by a  T FSA wi l l  be  l i m i ted  to  the  p roperty he l d  i n  the  T FSA a t  tha t  t i m e  p l us the  am oun t o f  a l l
d i st ri bu t i ons o f  p roperty f rom  the  T FSA on  o r a f te r the  da te  tha t  the  no t i ce  o f  assessm ent i s sen t .  T h i s m easure  wi l l  app l y to  the  2019  and  subsequen t
taxa t i on  years.

Othe r Persona l  Incom e Tax M easures

Canada  T ra i n i ng  Cred i t : Budge t  2019  p roposes to  i n t roduce  the  Canada  T ra i n i ng  Cred i t ,  a  re fundab l e  tax cred i t  a i m ed  a t  p rovi d i ng  f i nanci a l
support  to  he l p  cover up  to  ha l f  o f  e l i g i b l e  tu i t i on  and  fees associ a ted  wi th  ce rta i n  adu l t  upski l l  t ra i n i ng .  T he  e l i g i b l e  fees no t  re funded  th rough  the
Canada  T ra i n i ng  Cred i t  wi l l  con t i nue  to  qua l i fy as e l i g i b l e  fees under the  Tu i t i on  Tax Cred i t .  T h i s m easure  wi l l  app l y to  the  2019  and  subsequen t
taxa t i on  years.

Hom e Buyers’ P l an  (HBP):  Budge t  2019  p roposes to  i ncrease  the  HBP wi thd rawa l  l i m i t  to  $35 ,000  f rom  $25 ,000  sta rt i ng  i n  2019  to  p rovi de  f i rst -t i m e
hom e buyers wi th  g rea te r access to  the i r RRSPs to  pu rchase  o r bu i l d  a  hom e. Budge t  2019  a l so  p roposes to  extend  access to  the  HBP i n  o rde r to
he l p  Canad i ans m a i n ta i n  hom eownersh i p  a f te r the  b reakdown o f  a  m arri age  o r com m on-l aw pa rtne rsh i p .  As a  resu l t ,  a  coup l e  wi l l  po ten t i a l l y be
ab l e  to  wi thd raw $70 ,000  f rom  the i r RRSPs to  pu rchase  a  f i rst  hom e. T h i s m easure  wi l l  app l y to  HBP wi thd rawa l s m ade  a f te r 2019 .

Change  i n  Use  Ru l es fo r M u l t i -Un i t  Resi den t i a l  Propert i es:  To  i m prove  the  consi stency o f  the  tax t rea tm en t o f  owners o f  m u l t i -un i t  resi den t i a l
p ropert i es i n  com pari son  to  owners o f  si ng l e -un i t  resi den t i a l  p ropert i es,  Budge t  2019  p roposes to  a l l ow a  taxpayer to  e l ect  tha t  the  deem ed
d i sposi t i on  tha t  no rm a l l y a ri ses on  a  change  i n  use  o f  pa rt  o f  a  p roperty no t  app l y.  T h i s m easure  wi l l  app l y to  changes i n  use  o f  p roperty tha t  occu r
on  o r a f te r Budge t  Day.

M ed i ca l  Expense  Tax Cred i t : Budge t  2019  p roposes to  am end  the  Incom e Tax Act  to  re f l ect  the  cu rren t  regu l a t i ons fo r accessi ng  cannab i s fo r
m ed i ca l  pu rposes i n  the  Cannab i s Regu l a t i ons,  under the  Cannab i s Act ,  wh i ch  cam e i n to  fo rce  on  October 17 ,  2018 .  T h i s m easure  wi l l  app l y to
expenses i ncu rred  on  o r a f te r October 17 ,  2018 .

E l ectron i c De l i ve ry o f  Requ i rem en ts fo r In fo rm at i on : To  i m prove  the  e ff i ci ency o f  the  requ i rem en t-fo r-i n fo rm at i on  p rocess and  to  reduce
adm i n i st ra t i on  and  com p l i ance  costs,  Budge t  2019  p roposes to  a l l ow the  CRA to  send  requ i rem en ts fo r i n fo rm at i on  e l ectron i ca l l y (i nstead  o f  by
reg i ste red  m a i l ,  ce rt i f i ed  m a i l  o r pe rsona l  se rvi ce ) to  banks and  cred i t  un i ons tha t  consen t  to  th i s m e thod  o f  se rvi ce .  T h i s m easure  wi l l  app l y as o f
January 1 ,  2020 .

Dona t i ons o f  Cu l tu ra l  Property:  Budge t  2019  p roposes to  am end  the  Incom e Tax Act  and  the  Cu l tu ra l  Property Export  and  Im port  Act  to  rem ove  the
requ i rem en t tha t  p roperty be  o f  “na t i ona l  i m portance” i n  add i t i on  to  be i ng  o f  “ou tstand i ng  si gn i f i cance” i n  o rde r to  qua l i fy fo r the  enhanced  tax
i ncen t i ves fo r dona t i ons o f  cu l tu ra l  p roperty.  T h i s m easure  i s i n tended  to  address concerns tha t  ce rta i n  dona t i ons o f  i m portan t  works o f  a rt  tha t  a re
o f  ou tstand i ng  si gn i f i cance  bu t  o f  fo re i gn  o ri g i n  m ay no t  qua l i fy fo r the  enhanced  tax i ncen t i ves.  T h i s m easure  wi l l  app l y i n  respect  o f  dona t i ons
m ade  on  o r a f te r Budge t  Day.

Sales and Excise Tax Measures

New Cl asses o f  Cannab i s Products:  Ed i b l es,  Extracts,  and  Top i ca l s

Ed i b l e  cannab i s,  cannab i s extracts and  cannab i s top i ca l s wi l l  soon  be  l ega l i zed  fo r recrea t i ona l  sa l e .

Cannab i s exci se  du t i es a re  cu rren t l y ca l cu l a ted  e i the r as a  f l a t -ra te  tax,  ca l cu l a ted  based  on  a  cannab i s p roduct ’s we i gh t /quan t i ty a t  the  t i m e  o f
packag i ng ,  o r by an  ad  va l o rem  ra te ,  ca l cu l a ted  based  on  the  cannab i s p roduct ’s sa l e  p ri ce ,  wh i chever i s g rea te r.  Fo r p rocessed  cannab i s p roducts (i .e .
cannab i s o i l ),  the  f l a t -ra te  tax ca l cu l a t i on  i s based  on  the  am oun t o f  cannab i s m a te ri a l  used  i n  the  p roduct i on  p rocess.

To  address com p l i ance  d i ff i cu l t i es cannab i s p roducers face  wi th  t racki ng  cannab i s used  i n  m aki ng  cannab i s o i l s,  Budge t  2019  p roposes a  new exci se
du ty ca l cu l a t i on  m ethod  based  on  the  quan t i ty o f  T HC con ta i ned  i n  a  p roduct .  T h i s new T HC-based  ca l cu l a t i on  m ethod  wi l l  app l y to  ed i b l es,  cannab i s
extracts,  cannab i s o i l s and  cannab i s top i ca l s.  T he  T HC-based  du ty ra te  wi l l  be  $0 .01  pe r m i l l i g ram  o f  to ta l  T HC con ten t ,  excep t  i n  M an i toba .  M an i toba
con t i nues to  adm i n i ste r i ts own  p rovi nci a l  cannab i s tax reg i m e  pa ra l l e l  to  the  federa l  reg i m e ; acco rd i ng l y,  speci a l  ru l es app l y to  M an i toba .

T he  p roposa l s do  no t  a ffect  cu rren t  cannab i s p roduct  exem pt i ons o r the  Coord i na ted  Cannab i s Taxa t i on  Agreem ents i n  p l ace  be tween  the  federa l  and
provi nci a l  o r te rri to ri a l  governm ents (excep t  fo r M an i toba).  T hese  new p roposed  ru l es app l y to  cannab i s p roducts packaged  fo r f i na l  re ta i l  sa l e  on  o r
a f te r M ay 1 ,  2019 .

New Goods and  Servi ces Tax/Harm on i zed  Sa l es Tax (GST /HST ) Hea l th  M easures

Budge t  2019  p roposes new GST /HST  m easures to  extend  hea l thca re -re l a ted  GST /HST  re l i e f  to  new cl asses o f  b i o l og i ca l s,  m ed i ca l  devi ces and  hea l th
ca re  se rvi ces.  Each  o f  the  fo l l owi ng  p roposed  m easures app l y to  supp l i es m ade  the  day a f te r Budge t  day:

Hum an Ova  and  In  Vi t ro  Em bryos: On l y hum an sperm  i s cu rren t l y ze ro -ra ted  fo r GST /HST  purposes — o the r hum an rep roduct i ve  m ate ri a l s a re  no t .
Budge t  2019  p roposes to  ze ro -ra te  supp l i es o f  hum an ova  and  re l i eve  i n  vi t ro  em bryos f rom  GST /HST  on  i m porta t i on .

Foo t  Care  Devi ces Supp l i ed  on  the  Order o f  a  Pod i a tri st  o r Ch i ropod i st : Budge t  2019  p roposes to  extend  the  ze ro -ra t i ng  p rovi si on  fo r foo t  ca re
devi ces to  devi ces supp l i ed  on  the  o rde r o f  l i censed  pod i a tri sts and  ch i ropod i sts.

M u l t i d i sci p l i na ry Hea l th  Care  Servi ces: Budge t  2019  p roposes to  exem pt f rom  GST /HST  the  supp l y o f  m u l t i d i sci p l i na ry hea l th  se rvi ces tha t  a re
rendered  by a  team  o f  hea l th  p ro fessi ona l s,  where  a l l  o r substan t i a l l y a l l  (genera l l y,  90  pe r cen t  o r m ore ) o f  the  consi de ra t i on  pa i d  fo r the  se rvi ces
i s a t t ri bu tab l e  to  se rvi ces tha t  wou l d  be  GST /HST-exem pt i f  supp l i ed  as standa l one  se rvi ces.



Other Measures

Streng then i ng  Bene f i ci a l  Ownersh i p  T ransparency

In  Decem ber 2017 ,  the  M i n i ste r o f  Fi nance  and  h i s p rovi nci a l  and  te rri to ri a l  coun te rpa rts j o i n t l y com m i t ted  to  i m provi ng  co rpo ra te  t ransparency so  tha t
Canad i an  au tho ri t i es can  m ore  cl ea rl y know who  owns wh i ch  co rpo ra t i ons i n  Canada .  To  tha t  end ,  the  Canada  Busi ness Corpora t i ons Act  was am ended
to  requ i re  federa l l y i nco rpo ra ted  co rpo ra t i ons to  m a i n ta i n  bene f i ci a l  ownersh i p  i n fo rm at i on .  Budge t  2019  p roposes fu rthe r am endm ents to  tha t  Act  to
m ake  the  bene f i ci a l  ownersh i p  i n fo rm at i on  m a i n ta i ned  by federa l l y i nco rpo ra ted  co rpo ra t i ons m ore  read i l y ava i l ab l e  to  tax au tho ri t i es and  l aw
en fo rcem ent.  T he  Governm ent wi l l  con t i nue  to  co l l abo ra te  wi th  the  p rovi nces and  te rri to ri es to  assess how best  to  i m prove  co rpo ra te  ownersh i p
transparency.

Streng then i ng  Canada ’s An t i -M oney Launderi ng  and  An t i -Te rro ri st  Fi nanci ng  Reg i m e

Budge t 2019  p roposes to  crea te  the  An t i -M oney Launderi ng  Act i on ,  Coord i na t i on  and  En fo rcem ent Team  (the  ACE Team ),  wh i ch  wi l l  b ri ng  toge the r
ded i ca ted  experts f rom  across i n te l l i gence  and  l aw en fo rcem ent agenci es to  st reng then  i n te r-agency coord i na t i on  and  coopera t i on  and  i den t i fy and
address si gn i f i can t  m oney l aunderi ng  and  f i nanci a l  cri m e  th rea ts (i ncl ud i ng  tax evasi on ).  Budge t  2019  a l so  p roposes to  crea te  a  m u l t i -d i sci p l i na ry
T rade  Fraud  and  T rade-Based  M oney Launderi ng  Cen tre  o f  Expert i se ,  wh i ch  wi l l  com p l em ent the  e ffo rts o f  the  ACE Team .

Im provi ng  Tax Com p l i ance

In  recen t  yea rs,  the  Governm ent has m ade  si gn i f i can t  i nvestm en ts a i m ed  a t  com batt i ng  aggressi ve  tax avo i dance  and  cracki ng  down on  tax evasi on .
Budge t  2019  p roposes to  con t i nue  these  i n i t i a t i ves by i nvest i ng  an  add i t i ona l  $150 .8  m i l l i on  ove r f i ve  years,  sta rt i ng  i n  2019-20 ,  to  enhance  the  CRA’s
ab i l i ty to  un rave l  com p l ex tax schem es, i ncrease  co l l abo ra t i on  wi th  i n te rna t i ona l  pa rtne rs,  and  b ri ng  o ffenders to  j ust i ce .  T h i s i nvestm en t wi l l  a l l ow the
CRA to  fund  new and  exi st i ng  i n i t i a t i ves,  i ncl ud i ng :

Hi ri ng  add i t i ona l  aud i to rs,  conduct i ng  ou treach  and  bu i l d i ng  techn i ca l  expert i se  to  ta rge t  non-com p l i ance  associ a ted  wi th  cryp tocu rrency t ransact i ons
and  the  d i g i ta l  econom y;
Crea t i ng  a  new da ta  qua l i ty exam i na t i on  team  to  ensure  p roper wi thho l d i ng ,  rem i t t i ng  and  report i ng  o f  i ncom e earned  by non-resi den ts;  and
Extend i ng  p rog ram s a i m ed  a t  com batt i ng  o ffsho re  non-com p l i ance .
T he  Governm ent expects the  revenue  i m pact  o f  these  ta rge ted  com p l i ance  i n i t i a t i ves to  reach  $369 .0  m i l l i on  ove r f i ve  years.  T h i s am oun t does no t
take  i n to  accoun t  any i ncrease  i n  p rovi nci a l  and  te rri to ri a l  tax revenue  resu l t i ng  f rom  these  i n i t i a t i ves.

In  add i t i on ,  Budge t  2019  p roposes to  i nvest  $65 .8  m i l l i on  ove r f i ve  years to  i m prove  CRA’s i n fo rm at i on  techno l ogy system s, i ncl ud i ng  rep l aci ng  l egacy
system s.

Im provi ng  Cl i en t  Servi ces a t  the  CRA

As a  resu l t  o f  a  2018  departm en ta l  revi ew o f  the  CRA’s se rvi ce  m ode l  and  act i vi t i es,  Budge t  2019  p roposes to  i n te rna l l y rea l l oca te  CRA’s resources to
i m prove  se rvi ces fo r Canad i ans.  T h i s wi l l  i ncl ude :

Im proved  d i g i ta l  se rvi ces: taxpayers wi l l  be  no t i f i ed  p rom pt l y as the i r f i l e  p rog resses,  and  wi l l  be  ab l e  to  vi ew th i s p rog ress on l i ne ;

T i m e l y reso l u t i on  o f  taxpayers’ ob j ect i ons: d i spu tes wi th  CRA wi l l  be  reso l ved  i n  a  m ore  t i m e l y fash i on ;  and

Add i t i ona l  l i a i son  o ff i ce rs: m ore  CRA sta ff  wi l l  be  ava i l ab l e  to  gu i de  new busi nesses th rough  the  tax f i l i ng  and  assessm ent p rocess p ri o r to  f i l i ng
the i r tax re tu rns.

In  support  o f  CRA’s se rvi ce  i m provem ent e ffo rts,  Budge t  2019  p roposes to  i nvest  a  fu rthe r $50  m i l l i on  ove r f i ve  years,  sta rt i ng  i n  2019-20 ,  i n  two  key
i n i t i a t i ves:

Hi ri ng  add i t i ona l  sta ff  to  p rocess i ncom e tax re tu rn  ad j ustm en ts,  reduci ng  de l ays and  taxpayer f rustra t i on  ($34  m i l l i on );  and

M aki ng  pe rm anen t a  p i l o t  p rog ram  tha t  p rovi des ded i ca ted  te l ephone  support  fo r tax p ro fessi ona l s,  sta ffed  by experi enced  CRA o ff i ce rs ($16
m i l l i on ).

Previously Announced Measures

Budge t 2019  con f i rm s the  Governm ent ’s i n ten t i on  to  p roceed  wi th  the  fo l l owi ng  p revi ousl y announced  tax and  re l a ted  m easures,  as m od i f i ed  to  take
i n to  accoun t  consu l ta t i ons and  de l i be ra t i ons si nce  the i r re l ease :

Proposed  cannab i s du ty regu l a t i ons,  re l eased  on  Sep tem ber 17 ,  2018  l a rge l y re l a t i ng  to  i m p l em ent i ng  the  cannab i s du ty ra tes ag reed  to  wi th  the
Provi nces;

Proposed  GST /HST  ho l d i ng  com pany ru l es re l eased  on  Ju l y 27 ,  2018 ;

M easures re fe renced  i n  Budge t  2018  to  support  em p l oyees who  m ust  re i m burse  a  sa l a ry ove rpaym ent to  the i r em p l oye rs due  to  a  system ,
adm i n i st ra t i ve  o r cl e ri ca l  e rro r;

Incom e tax m easures announced  i n  Budge t  2018  to  i m p l em ent enhanced  report i ng  requ i rem en ts fo r ce rta i n  t rusts to  p rovi de  add i t i ona l  i n fo rm at i on
on  an  annua l  basi s;

Incom e tax m easures announced  i n  Budge t  2018  to  faci l i ta te  the  conversi on  o f  Hea l th  and  We l fa re  T rusts to  Em p l oyee  L i fe  and  Hea l th  T rusts;

Proposa l s con f i rm ed  i n  Budge t  2016  re l a t i ng  to  expand i ng  the  scope  o f  the  GST /HST  j o i n t  ven tu re  e l ect i on ;

Incom e tax m easures announced  i n  Budge t  2016  expand i ng  tax support  fo r e l ectri c veh i cl e  cha rg i ng  sta t i ons and  e l ectri ca l  energy sto rage
equ i pm ent;  and

Incom e tax m easures announced  i n  Budge t  2016  on  i n fo rm at i on -report i ng  requ i rem en ts fo r ce rta i n  d i sposi t i ons o f  an  i n te rest  i n  a  l i fe  i nsu rance
po l i cy.

Budge t  2019  a l so  rea ff i rm s the  Governm ent ’s com m i tm en t to  m ove  fo rward  as requ i red  wi th  techn i ca l  am endm ents to  i m prove  the  ce rta i n ty o f  the  tax
system .

By:  Pam e l a  L .  Cross,  Bhuvana  Ra i

Servi ces:  Tax,  Busi ness Tax,  Com m od i ty Tax,  Cannab i s & Psychede l i cs
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