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While Ontario said they were tabling a Budget on 
Nov 5th, the actual Budget speech was long on a 
recitation of what they have already done  and 
quoting big dollars on what they’re going to spend 
and on what – but very short on information that 
would actually be useful to us in planning our cash-
flows and anticipated tax burden.

• Largest deficit in Ontario history and it is going 
to increase.

• The provided 3 scenarios moving forward, and 
the potential deficit for each.

• Additional monies have been allocated to 
hospitals, but various groups are indicating it’s 
not sufficient to cover all the additional costs the 
hospitals are facing.

General

Personal

Tax Rates
No changes.

Wine and Beer
Scheduled tax increases will be frozen until 2022. 

At-Home Schooling Costs 
Before the end of this year, parents will receive another 
$200 per child under 12 and $250 per child or youth with 
special needs. The payments will be similar to the 
payments made back in March. The program is intended 
to offset costs of items such as workbooks, school 
supplies and technology. No further information was 
provided on restrictions of who can receive or whether 
these payments will be taxable.

Seniors Tax Credit 
The budget will provide a 25% reimbursement of eligible 
renovations of up to $10,000. This will be refundable in 
situations where the taxpayer does not owe enough taxes 
to offset the tax credit in 2021. 
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Budget proposes to e�ectively override the case law. For 
taxation years beginning after March 21, 2017, all factors 
relevant in the particular situation, not just those that meet 
the criteria set out in the recent jurisprudence, shall be 
included in assessing whether or not de facto control is 
present.

Distribution of T4 Information Slips

E�ective for 2017, employers will not be required to obtain 
express consent from employees to electronically distribute 
T4s (Statement of Remuneration Paid). Privacy policy 
safeguards speci�ed by the Minister of National Revenue 
will be required to be in place before an employer can 
electronically distribute T4s without employee consent.

Timing of Recognition of Gains and Losses on Derivatives

Derivatives are sophisticated �nancial instruments whose 
value is derived from the value of an underlying security. 
The Budget proposes two measures that clarify the timing 
of the recognition of gains and losses from derivatives held 
on income account.

In the past, there was uncertainty as to whether taxpayers 
could mark to market their derivatives held on income 
account under the general principles of pro�t computation. 
A recent Federal Court of Appeal decision allowed the use 
of the mark-to-market method for a taxpayer which was 
not a �nancial institution on the basis that it provided an 
accurate picture of the taxpayer’s income.

To provide certainty regarding the choice of using the 
mark-to-market method, the Budget proposes an elective 
mark-to-market regime for derivatives held on income 
account so that taxpayers will be allowed to mark to market 
all of their eligible derivatives for taxation years beginning 
after March 21, 2017. Once made, the election will remain 
e�ective for all subsequent years unless revoked with the 
consent of the Minister of National Revenue.

A straddle transaction is one in which a taxpayer concur-
rently enters into two or more positions, often derivative 
positions, that are expected to generate equal and o�set-
ting gains and losses on account of income. In order to 
obtain a tax deferral, the position with the accrued loss 

would be disposed of in one taxation year to realize the 
loss and the o�setting position with the accrued gain 
would be disposed of to realize the gain in the following 
taxation year. In addition, the taxpayer could attempt to 
inde�nitely defer the recognition of the gain by entering 
into successive straddle transactions.

The Budget proposes to introduce a speci�c anti-avoidance 
“stop-loss” rule, which will e�ectively defer the realization 
of any loss on the disposition of a position to the extent of 
any unrealized gain inherent in an o�setting position. This 
proposal will apply to any loss realized on a position 
entered into after March 21, 2017.

Investment Fund Mergers

Mutual Funds

Mutual funds can be structured as either corporations or 
trusts. The Income Tax Act (ITA) currently contains 
provisions that facilitate the merger of mutual funds on a 
tax-deferred basis. Two mutual fund trusts can be merged 
into one or a mutual fund corporation can be merged into 
a mutual fund trust. The current rules do not provide for 
the reorganization of a mutual fund corporation into 
multiple mutual fund trusts.

“Switch mutual fund corporations” are structured with 
multiple classes of shares that are each traced to a pool or 
fund of assets of the corporation. Investors switch 
underlying funds by exchanging one class of shares for 
another. The bene�ts of such structures were eliminated in 
the 2016 Budget by deeming the share exchanges to be 
fair market value dispositions.

The Budget proposes to allow the tax-deferred 
restructuring of a switch corporation into multiple mutual 
fund trusts. In order to qualify, in respect of each class of 
shares of the switch corporation, all or substantially all 
(generally interpreted as 90 per cent or more) of the assets 
allocable to that class must be transferred to a mutual fund 
trust and the shareholders of that class must become unit 
holders of the trust. This measure will be applicable to 
qualifying reorganizations occurring on or after March 22, 
2017.

Segregated Funds

Segregated funds are life insurance policies that have many 
of the characteristics of mutual fund trusts. Unlike mutual 
fund trusts, segregated funds cannot currently merge on a 
tax-deferred basis. 

The Budget proposes to allow tax-deferred mergers of 
segregated funds under rules similar to those for mutual 
fund trusts. The Budget also proposes that non-capital 
losses in segregated funds arising in taxation years begin-
ning after 2017 will be able to be carried over to apply 
against income of other years under the normal rules (back 
3 years and forward 20 years). Loss application will be 
restricted after a segregated fund merger.

To give the life insurance industry the opportunity to 
comment on the proposed new rules, the merger rules will 
be applicable for mergers carried out after 2017.

Clean Energy Generation Equipment

Capital cost allowance (CCA) classes 43.1 and 43.2 provide 
for accelerated CCA on clean energy generation equip-
ment. The Budget expands the assets qualifying for these 
classes to include geothermal energy equipment used 
primarily for the purpose of generating heat or a combina-
tion of heat and electricity and certain equipment in 
district energy systems that use geothermal heating as an 
energy source.

Canadian renewable and conservation expenses may be 
deducted in the year incurred, carried forward inde�nitely 
for use in future years or transferred to investors through a 
�ow-through share mechanism. The Budget proposes to 
include expenses incurred to determine the quality and 
extent of geothermal resources and the cost of geothermal 
drilling for electricity and heating projects in this category.
The measures are applicable for new property acquired for 
use and expenses incurred after March 21, 2017.

Resource Measures

Expenditures in respect of drilling or completing a discov-
ery well, including building access roads to or preparing 
the site for such wells, are currently classi�ed as Canadian 
exploration expense (CEE, fully deductible in the year 

incurred). The Budget proposes to classify these
expenditures as Canadian development expense (CDE, 
deductible on a 30 per cent declining-balance basis). 

This measure will apply to expenses incurred after 2018, 
including those incurred in 2019 that could have been 
deemed incurred in 2018 under the “look-back” rule. 
Expenses incurred before 2021 pursuant to a written 
commitment to incur the expenses entered into before 
March 22, 2017, will still qualify as CEE.

Eligible small oil and gas corporations will no longer be 
able to treat their �rst $1 million of CDE as CEE. This
measure will apply to expenses incurred after 2018,
including those incurred in 2019 that could have been 
deemed incurred in 2018 under the “look-back” rule. 
Expenses incurred after 2018 and before April 2019 that are 
renounced to investors under a �ow-through share
agreement entered into after 2016 and before March 22, 
2017, will be exempt from the new rules.

Child Care Space Investment Tax Credit

The Budget eliminates the investment tax credit for child 
care space expenditures incurred after March 21, 2017. 
Expenditures incurred before 2020 pursuant to written 
agreements entered into before March 22, 2017 will still be 
eligible for the investment tax credit.

Farming and Fishing Property Insurers

The Budget eliminates the tax exemption for farming and 
�shing property insurers. This exemption is based on the 
proportion of their gross premium income earned from 
insuring such property. This measure is e�ective for taxa-
tion years beginning after 2018.

Consultation on Cash Purchase Tickets

The Budget institutes a consultation on the tax deferral 
available in respect of deferred cash purchase tickets for 
deliveries of listed grains by farmers. Interested parties 
should submit their comments to the government by May 
24, 2017.

Business

Employer Health Tax 
Small businesses with payroll < $1 million will now be 
exempt form paying the Employer Health Tax.

Electricity Spending 
Effective Jan 1st, 2021, medium and large commercial 
and industrial businesses will have a portion of their 
hydro bills subsidized.

Business Education Tax 
The rate paid by most businesses will be dropping to 
0.88%.

And Just In Case You Wanted to Know …
The Ontario Lottery corporation’s profit has dropped by 
> 90% BUT cannabis sales are growing exponentially!

Long-term Care 
The government announced earlier in the week a 
change in the standard of care for residents to an 
average of 4 hours per day. The Budget was silent 
on financing this change.

Tourism Tax Credit 
Included in the Budget was an announcement that 
they are exploring ways to create a tax credit of up to 
20% of expenses for visiting destinations in Ontario 
in 2021. 


	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page



