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FINANCIAL PLANNNING
IMPLICATIONS OF FEDERAL
BUDGET 2017

The much-anticipated Federal Budget that was announced on March
22, 2017 by Finance Minister, Bill Morneau was titled “Building a
Strong Middle Class”. The Liberal government’s second budget was
devoid of any excitement and other than a few teaks and some
spending measures, kept the status quo.
The best outcome was the fact that the rumours swirling around
about increasing the capital gains tax inclusion rate did not come
true and the inclusion rate stayed at the current 50%.
From a tax perspective, the budget did not propose any changes to
personal or corporate income tax rates. It did propose changes to
certain deductions and credits, and the Government announced an
intention to consult on matters such as taxation of private corporations.

Personal Tax Measures
Personal tax rates were not changed and stayed the same as they were in
2016. The combined federal and Ontario top marginal tax bracket is
charged on income of over $220,000 and has stayed at 53.53% on salary
and interest income, 26.76% on capital gains income, 39.34% on eligible
Canadian dividends, and 45.3% on non-eligible Canadian dividends.
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“Rumours swirling around about increasing the capital gains tax inclusion rate did not come true and the inclusion
rate stayed at the current 50%.”

Flexibility for EI Parental Benefits is increased
Budget 2017 proposed to increase the flexibility of
employment insurance parental benefits (these apply in
all provinces except Quebec, which has its own plan).
Based on the new budget, parents can now receive EI
parental benefits for an extended period of up to 18
months with a benefit rate of 33% of average weekly
earnings. EI parental benefits will continue to be offered
at the current rate of 55% for periods of up to 12 months.

Mineral Exploration Tax Credit for Flow-through
Share Investors is Extended
Confirming the Government’s March 5, 2017
announcement, the Budget proposed to extend eligibility
for the mineral exploration tax credit for an additional
year to flow-through share agreements enteredinto on or
before March 31, 2018.

Public Transit Tax Credit is Eliminated

Items of Interest for Caregivers

Budget 2017 proposed that effective July 1, 2017, the
public transit tax credit which could amount to $200 a
There were two items of interest to people who are year will be eliminated. Note that you will still be able to
caregivers of infirm family members.
claim this credit for the first six months of 2017.
First, the government is creating a new employment
insurance caregiving benefit of up to 15 weeks. This
benefit is intended for individuals who provide care to an
adult family member. Parents of critically ill children will
continue to have access to benefits for up to 35 weeks.

Tuition Tax Credit for Occupational Skills
Courses

In the past, occupational skills courses that were offered
by a university, college or other post-secondary
institution and were not at the post-secondary level, were
In addition, Budget 2017 proposed instituting the not eligible for a tuition tax credit.
Canada Caregiver Credit to replace three existing tax
credits. This credit will be available starting in the 2017 Budget 2017 proposed to extend eligibility for the tuition
taxation year, and the maximum eligible amount will be tax credit to fees for tuition paid to a university, college or
either $6,883 or $2,150, depending on the type of infirm other post-secondary institution in Canada for
occupational skills courses that are not at the
dependent.
post-secondary level. The credit would be available in
The Canada Caregiver Credit is income-based and will these circumstances only if the course is taken for the
be reduced dollar-for-dollar by the dependant’s net purpose of providing the individual with skills in an
income above $16,163 (in 2017). However, the dependant occupation and the individual has attained the age of 16
will not be required to live with the caregiver, for the before the end of the year.
caregiver to be able to claim the new credit.
This measure will apply in respect of eligible tuition fees
The Canada Caregiver Credit will no longer be available for courses taken after 2016.
in respect of non-infirm seniors who reside with their
Anti-avoidance Rules for Registered Plans –
adult children.

RESPs and RDSPs
Good news for Fertility Treatment Seekers –
Expanded Eligibility for Medical Expense Tax A number of anti-avoidance rules exist for tax-assisted
credit
registered plans such as Tax-Free Savings Accounts
Budget 2017 has expanded the application of medical
expense tax credit to individuals who require medical
intervention to conceive, so that these individuals can
claim the same expenses that would be eligible for
individuals who need the treatment due to medical
infertility. Based on Budget 2017, costs related to the use
of reproductive technologies including in-vitro
fertilization procedures and associated expenses would
be eligible for the medical expense tax credits for all
individuals seeking treatment for infertility.

(TFSAs), Registered Retirement Savings Plans (RRSPs)
and Registered Retirement Income Funds (RRIFs), to
help ensure that the plans do not provide excessive tax
advantages unrelated to their respective basic
objectives.

To improve the consistency of the tax rules that apply to
investments held by registered plans, Budget 2017
proposed to extend the anti-avoidance rules that apply to
TFSAs, RRSPs and RRIFs to RESPs and RDSPs. These
proposals are not expected to have an impact on most
RESP and RDSP holders, who typically invest in ordinary
This measure will apply to the 2017 and subsequent portfolio investments.
taxation years and a taxpayer will be entitled to elect in a
year for this measure to apply for any of the immediately Corporate Income Tax Rates Remain Unchanged
preceding ten taxation years.
There were no proposed changes to federal corporate
income tax rates or the small business limit. Federal tax
“The budget did not propose any changes to personal or corporate income tax rates.”

rates and the small business limit for 2017 stayed the
same as in 2016.

tax, instead of dividends tax, on the excess.

Tax Advantages for Private Corporations Might
Be Curbed

Billed-basis accounting is eliminated

In Budget 2017, the government announced that it will
be reviewing how private corporations create unfair
advantages for “high-income individuals”.
The three main areas under review will be income
sprinkling, holding passive investments in a private
corporation and converting dividends to capital gains.
Income sprinkling is a strategy used by business owners
with adult children and/or a spouse in a lower tax
bracket. By making them shareholders of the company,
either directly or as beneficiaries of a family trust that
owns shares of the company, when the company pays
dividends to those shareholders, they pay taxes on those
dividends at a lower rate than the business owner would.
This would help reduce the overall tax liability for the
family. Income sprinkling can also happen by way of an
estate freeze, which is mainly done as a succession and
estate planning strategy.
Reviewing holding passive investments in a private
corporation refers to Canadian Controlled Private
Corporations (CCPCs) changing their character so they
are no longer CCPCs and can therefore benefit from a
much larger tax deferral on any passive income that they
earn. CCPCs are subject to a refundable tax regime and
are initially taxed at 50.2% on their passive income but
some of that is later refunded if the corporation pays
dividends, at a rate of $1 for each $3 of taxable dividends
paid. Corporations that are not considered a CCPC are
not subject to these rules. In Ontario,these types of
corporations would only pay 26.5% corporate tax, and
would only pay tax at the personal level when dividends
are withdrawn, therefore enabling them to defer the
taxes.
Converting dividends to capital gains can be done in
several ways. One example is in a situation where a
family trust owns shares of a CCPC, if the shares have
gained in value and the trust is over two years old, it can
sell the shares and allocate the capital gain among
family members. The family members can then use their
individual lifetime capital gains exemptions of $835,716
(for 2017) and pay no tax on any gains up to that limit.
Paying intercorporate dividends between Canadian
companies could also be under review as a strategy for
converting dividends to capital gains. This is because
when dividend is paid to a corporate shareholder that is
greater than a company’s safe income (earnings that
have been taxed in a company and retained and can be
paid tax-free as inter-corporate dividends), the excess
could be re-characterized as a capital gain and the
individual shareholder may ultimately pay capital gains

Taxpayers are generally required to include the value of
work in progress in computing their income for tax
purposes. However, taxpayers in certain designated
professions (i.e., accountants, dentists, lawyers,
medical doctors, veterinarians and chiropractors) may
elect to exclude the value of work in progress in
computing their income. This allows them to recognize
the income when the work is billed (billed-basis
accounting). Billed-basis accounting enables taxpayers
to defer tax by permitting them to deduct the costs
associated with work in progress without including the
matching associated revenues in their income in the
same tax year.
Budget 2017 proposed to eliminate the ability for
designated professionals to elect to use billed-basis
accounting. This measure will apply to taxation years
that begin on or after Budget Day with transitional
provisions over the next two fiscal years.

Canada Savings Bond Program Will be Phased
Out
Given the higher rates of return available on high
interest savings accounts in recent years, the popularity
of Canada Savings Bonds which were instituted in 1946,
had significantly declined. Budget 2017 proposed to
discontinue the sales of new Canada Savings Bonds in
2017 and confirmed that all outstanding retail debt will
continue to be honoured by the federal government.

Tobacco Taxes Change
Budget 2017 proposed to eliminate the tobacco
manufacturers’ surtax. However, to maintain the
intended tax burden of the manufacturers’ surtax on
tobacco products, Budget 2017 also proposed to adjust
tobacco excise duty rates, and that inventoriesof
cigarettes held by manufacturers, importers,
wholesalers and retailers at the end of Budget Day be
subject to a tax of $0.00265 per cigarette, subject to
certain exemptions.If you are a smoker, the impact on
your bottom line will be minimal as 200 cigarettes will
now cost you only $0.53 more.

Alcohol Taxes Increase
Budget 2017 proposed that excise duty rates on alcohol
products be increased by 2% effective the day after
Budget Day in respect of duty that becomes payable
after that date. However, if you enjoy fine wines, at $0.01
per litre of wine, on average, the tax increase should not
deprive you of your pleasure.

“Budget 2017 proposed to discontinue the sales of new Canada Savings Bonds in 2017”

Discounts For Assante Clients On The Path To
Wellness Health Care Concierge Program By
Medcan
We are excited to be able to offer a discount on the
regular costs of The Path to Wellness health care
concierge program, delivered by the Medcan Clinic.
Medcan is Canada's leader in providing comprehensive,
high-quality health management services to executive
teams and individuals who are interested in proactively
managing their health and well-being.

On June 3rd, 2017, we will transform the gallery
once again into a magical space where art and
nature enhance each other’s beauty. Our guests
will enjoy a once-in-a-lifetime experience and hear
the luthiers who have crafted the guitars featured
in the McMichael Group of Seven Guitar Project,
play the guitars that have been inspired by Tom
Thomson and the Group of Seven, together on
stage.

Through our special partnership with Medcan, all
Assante clients can take advantage of a discount on the
regular costs of these services.
If you would like to learn more or take advantage of
these discounts, please call our office for more
information.

Announcing A Historic Partnership Between
Assante And The McMichael Canadian Art
Collection
I am thrilled to announce that Assante Wealth
Management Group of Seven Wealth Advisors are the
presenting sponsors of the McMichael Moonlight Gala
2017 and the 150th anniversary partner of the
McMichael. This is the biggest sponsorship and
partnership in the history of the McMichael and
Assante. You can read more about this historic
partnership in a recent Yahoo Finance article on the
topic, entitled “Assante partners with the McMichael in
celebration of Canadian art”, that was published on
February 21, 2017.
It is my pleasure and honor to have spearheaded the
efforts to help forge this partnership, to chair the
McMichael Moonlight Gala 2017 and to be one of the
Group of Seven Wealth Advisors. This edition of the
gala, the signature fundraiser for the McMichael
Canadian Art Collection, is happening in a year that
bears witness to the unprecedented intersection of
three important anniversaries.
McMichael Moonlight Gala 2017 is not only an occasion
to celebrate the sesquicentennial of Canada and 150th
birthday of our nation, but also, the end of the 50th
anniversary of the McMichael that started on July 8th
2016. This year also marks the 100th anniversary of
death of Tom Thomson, who had a marked influence on
the Group of Seven, and whose memory is alive and
well at the McMichael. He is represented at the gallery
not only by his timeless paintings but also by his shack
that sits on the grounds of the McMichael.

Assante Group of Seven Wealth Advisors
ABOUT THE EDITOR
Tina Tehranchian MA, CFP, CLU, CHFC, is a Branch Manager and
Senior Financial Planner with Assante Capital Management Ltd., one
of Canada’s largest wealth management firms, offering integrated
financial solutions to create wealth and prosperity for you and your
family. The 750 advisors serve over 300,000 Canadian families across
the country and take pride in the exceptional service they offer to
clients through trusted face-to-face relationships and a level of
service excellence second to none. Money Matters is published as a
special service for clients of Tina Tehranchian.
9130 Leslie St, Suite 302, Richmond Hill, Ont. L4B 0B9
Tel: (905)707-5220 | Fax: (905)707-1035
Email: ttehranchian@assante.com
Web: www.tinatehranchian.com
This material is provided for general information and is subject to
change without notice. Every effort has been made to compile this
material from reliable sources however no warranty can be made as
to its accuracy or completeness. Before acting on any of the above,
please make sure to see me for individual financial advice based on
your personal circumstances. Services and products may be
provided by an Assante Advisor or through affiliated or non-affiliated
third parties. Assante Capital Management Ltd. is a member of the
Canadian Investor Protection Fund and is registered with the
Investment Industry Regulatory Organization of Canada. Please visit
www.assante.com/legal.jsp or contact Assante at 1-800-268-3200 for
information with respect to important legal and regulatory
disclosures relating to ths notice. Insurance products and services
are provided through Assante Estate and Insurance Services Inc.

“Assante Wealth Management Group of Seven Wealth Advisors are the presenting sponsors of the McMichael Moonlight Gala 2017
and the 150th anniversary partner of the McMichael.”

