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Money
matters

WHAT DOES THE FEDERAL
BUDGET MEAN FOR YOU?

The 2018 federal budget, titled “Equality & Growth – A Strong Middle
Class”, was tabled on February 27, 2018 by Finance Minister Bill
Morneau.
While a deficit of $19.4 billion was forecasted in 2017-18, by 2022-23
deficits are expected to gradually decline to $12.3 billion and the federal
debt-to-GDP ratio is projected to decline gradually to 28.4%.
The 2018 federal budget included no changes to personal or corporate
income tax rates. However, it included much anticipated measures that
will affect corporations with passive investment income.

PASSIVE INCOME PROPOSALS
To limit the tax-deferral advantages derived from holding passive
investments in a corporation, Budget 2018 proposed the following two new
measures:
1-Reducing access to the small business tax rate for corporations with
passive investment income
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2- Limiting refundable taxes related to payment of eligible dividends
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“Starting in 2018, the amount of a corporation’s income that is eligible for the small business tax rate will be gradually
reduced by $5 for ever $1 of investment income that the corporation and its associated corporations earn above a
$50,000 threshold.”

Reducing Access to Small Business Tax Rate
The most important measure announced in Budget 2018
that will affect small businesses is that starting in
taxation years that begin after 2018, the amount of a
corporation’s income that is eligible for the small
business tax rate will be gradually reduced by $5 for ever
$1 of investment income that the corporation and its
associated corporations earn above a $50,000 threshold.

U.S. ESTATE TAX EXEMPTION INCREASES
In December 2017, U.S president, Donald Trump’s
massive $1.5 trillion tax reform bill was passed into law.
This represented the largest U.S. tax change in more
than three decades and the deep corporate and
individual tax cuts that were announced will have a big
impact on the U.S. economy. However, as far as
Canadians are concerned, the best news was around
U.S. estate taxes.

According to this measure, the $500,000 of income of a
corporation that can benefit from the small business tax
rate (“the small business limit”), will be reduced to zero
if $150,000 or more of passive income is earned by the
corporation and its associated corporations. Assuming
an average annual return of 5%, this would be equivalent
to earning passive income on a $3,000,000 investment
portfolio owned by a corporation.

In 2017, Canadians with more than $60,000 in U.S.
property, including real estate, stocks, and life insurance,
as well as world wide assets over an exemption
threshold of $5.4 million were subject to U.S. estate tax of
40% on U.S. assets at death (pro-rated based on the
value of U.S. assets relative to worldwide assets).

Currently the federal general corporate tax rate is 15%,
whereas the federal small business tax rate is only 10%.
According to the new proposed measure, if a corporation
and its associated corporations earn over $50,000 of
passive income per year, the active income of the
corporation could be taxed at the higher general rate
rather than the very low tax rate of 10% that applies to
small businesses.

Starting in 2018, U.S. tax reforms double the exemption
to $11.2 million per person ($22.4 million per family).
Therefore, many Canadians who own property in the U.S.
will effectively be exempt from paying U.S. estate taxes.

Good News for Individuals

While this is certainly good news for Canadians, proper
estate planning is still valuable and should not be
abandoned, because future governments may reduce
the exemption. Notably, Hillary Clinton campaigned on
Currently, Canadian Controlled Private Corporations lowering the exemption and future Democratic
(CCPCs) that have between $10-15 million of total government may do so too.
taxable capital employed in Canada, will experience a
reduction in the $500,000 small business limit on a A useful tool for estate planning to protect against U.S.
straight-line basis. Budget 2018 proposed that the estate taxes is the cross-border irrevocable trust. If this
reduction in a corporation’s small business limit will be structure is set up properly it can exclude U.S. assets
the greater of the reduction under new Budget 2018 from a Canadian’s estate. Therefore, if you have already
measure reducing access to the small business tax rate set up a cross-border irrevocable trust, you should
for corporations with passive income of over $50,000 and maintain it despite the recent tax reforms. This type of
the existing reduction based on taxable capital.
trust should also be considered when purchasing new
U.S. property depending on the property value and your
Furthermore, the federal government has indicated that goals. It is important to do advanced planning when it
rules will be implemented to prevent transactions comes to purchasing property in the U.S. as selling the
designed to avoid this measure, such as creation of a property into the trust in the future can trigger taxes if
short taxation year to defer its application, or the transfer the property has appreciated in value.
of assets by a corporation to a non-associated related
corporation.
Even if you don’t need to worry about U.S. estate taxes
because the value of your assets is under the exemption,
Limiting Refundable Taxes Related to Payment of you will need to do planning to protect yourself against
Eligible Dividends
probate and capacity issues in the U.S. and cannot rely
on your Canadian will to protect you against those
Budget 2018 also proposed that only when a corporation issues.
pays non-eligible dividends, a refund of a corporation’s
refundable dividend tax on hand (RDTOH) will be In case of wealthy married couples, where one spouse is
available.
Canadian, and the other spouse is a U.S. citizen, other
planning may be required. For example, if the U.S.
If the RDTOH arises from eligible portfolio dividends spouse inherits assets directly from the Canadian
received by a corporation, an exception will apply, and a spouse, this can put the U.S. spouse over the threshold.
corporation will still be able to obtain a refund of that Therefore, when the U.S. spouse dies, the entire value of
RDTOH when it pays eligible dividends.
the estate would be subject to U.S. estate taxes.
However, if the Canadian spouse sets up a cross-border
“Starting in 2018, U.S. tax reforms double the U.S. estate tax exemption to $11.2 million per person ($22.4 million per family).”

spousal trust in his/her will and names the U.S. spouse
as the beneficiary and the will states that any amount
above the exemption at death goes into the cross-border
spousal trust, that tax can be avoided.
Canadians with U.S. property should also take state
estate taxes into account in their estate planning as
these taxes vary from the federal taxes.
Good News for Corporations
The drop in the U.S. corporate tax rate makes U.S.
property acquisition a more attractive investment
vehicle for Canadian corporations.
While in the past U.S. capital gains tax rate was higher
than Canada’s and it made sense for Canadians to own
investment property personally through limited
partnerships to minimize capital gains tax exposure,
with the new U.S. federal capital gains rate dropping to
21%, now more Canadians should consider using
corporations to buy U.S. real estate.
Bad News for Incorporated U.S. Citizen Business
Owners in Canada
U.S. citizens who own businesses in Canada are already
subject to unfavourable U.S. tax rules. When they own
more than 50% of a Canadian company, it is considered
a controlled foreign corporation (CFC) for U.S. tax
purposes and anti-deferral rules will apply to its passive
income.
Although these rules mainly aim to prevent offshore tax
evasion by wealthy individuals and multinationals, they
also affect incorporated U.S. citizens in Canada,
including doctors and other service provides. These
individuals will face adverse tax consequence on the
U.S. side and will be taxed personally on investment
income earned inside the corporation.

TINA TEHRANCHIAN IS A FINALIST FOR
WEALTH PROFESSIONAL AWARDS IN THREE
CATEGORIES
Tina Tehranchian has been selected as a Finalist for
Female Trailblazer of The Year, Outstanding
Philanthropy and Community Service and Tina
Tehranchian Team has been selected as a finalist for the
second year in Top Independent Advisor Office (10 Staff
or Fewer) category in the 4th annual Wealth
Professional Awards, the premier independent awards
in the wealth management and financial advisory
services industry in Canada.
Winners in all 23 categories will be selected by a panel
of industry experts and announced on May 31, 2018
during a stellar black-tie awards ceremony at The
Liberty Grand Toronto hosted by ‘TV’s funniest woman’
Jessi Cruickshank.
“The finalists are the best of the best,” said Chris Davis,
Event Director of Wealth Professional Awards. “They
demonstrate the resilience, innovation and sheer
management smarts it takes to build a thriving
business today. Success stories like theirs are the
lifeblood of the wealth management industry.”
“My team and I are truly honored to be selected as
finalists in three categories for the Wealth Professional
Awards,”, said Tina Tehranchian. “We thank the panel
of judges and we are truly thankful to our clients for
believing in us and supporting us every step of the way,
as our success would not have been possible without
them”.

The U.S, tax reform introduced two changes that make
this situation worse:
1-One-time repatriation tax of 15.5% on retained foreign
earnings since 1986 for cash and investments, and 8% on
non-cash assets. This tax can be paid over 8 years
according to a schedule.
2-Introduction of a tax formula for global intangible
low-tax income (GILTI). This formula established a
minimum tax for U.S. corporations offshore. If it is not
paid, personal tax rates apply. Both measures apply to
U.S. citizens in Canada who are business owners,
including incorporated doctors and other incorporated
professionals. These measures will create onerous tax
liabilities for these individuals and will curtail their
ability to benefit from corporate tax deferral.

OUR BRANCH WINS THE RICHMOND HILL
BOARD
OF
TRADE’S
PROFESSIONAL
SERVICES AWARD
Assante Capital Management Ltd.’s Richmond Hill
branch won the Richmond Hill Board of Trade’s
Business Achievement Award in the Professional
Services category on March 1, 2018 at the Business
Excellence Awards Gala. This award recognizes
businesses that exemplify professionalism and
integrity, and includes, but is not limited to: law;
medical; dental; accounting; financial services;
insurance; real estate; and other professional service
providers.

““My team and I are truly honored to be selected as finalists in three categories for the 2018 Wealth Professional Awards. We
thank the panel of judges and we are truly thankful to our clients for believing in us and supporting us every step of the way, as
our success would not have been possible without them”.
-Tina Tehranchian

The Richmond Hill 2018 Business Achievement Awards
celebrate excellence and acknowledge leading local
businesses and their commitment to Richmond Hill’s
future by distinguishing outstanding achievements in
the Professional Services, Hospitality, Non-Profit, and
General Awards categories. The winners are chosen by
a panel of judges and must meet eligibility criteria in
the following areas:
•
Company Growth
•
Customer Service
•
Market Development
•
Sales & Marketing
•
Community Service
•
Innovation

Hill Board of Trade’s largest and best-recognized
event of the year. Awards are given to the winners
in each category. The judges select qualified
nominees amongst hundreds of candidates in
each category, and, of the qualified nominees, one
or a maximum of two in each category are
selected as the winners and awarded at the Gala.
The 27th Annual Business Awards Gala took place
on Thursday March 1st, 2018. The winners
amongst the 18 finalists chosen by the judges
were announced then, and Richmond Hill Mayor
David Barrow, who also attended the event,
presented the Mayor’s Award.
At the Assante Capital Management Ltd. branch
in Richmond Hill, we are honoured to have been
considered and have received the 2018 award in
the Professional Services category and extend our
congratulations to all our fellow finalists and all
the winners in the different categories.
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The Assante Capital Management Ltd. branch in
Richmond Hill was founded in 1996 by Tina
Tehranchian and has since been owned and managed
by her. Janine Purves joined this branch in 2003, and
together, they and their teams have grown the business
to become one of the leading Assante Capital
Management Ltd.’s GTA branches. “While success in
business and providing unparalleled service to our
clients have always been of utmost importance to us,”
says Tina, “giving back to the community has also
always been and will be a core value at Assante Capital
Management Ltd. branch in Richmond Hill. We are
truly honoured to have received this prestigious award
and to have been recognized by the Richmond Hill
Board of Trade for our achievements.” Janine added, “It
takes an amazing staff to help us meet all our goals to
enhance the lives of our clients and our community. The
teamwork and commitment of the whole team in our
branch has been incredible.”
The Business Excellence Awards Gala is the Richmond

Tina Tehranchian MA, CFP®, CLU®, CHFC® is a Branch Manager
and Senior Wealth Advisor 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.
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Tel: (905)707-5220 | Fax: (905)707-1035
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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 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 Capital Management Ltd.’s Richmond Hill branch won the Richmond Hill Board of Trade’s Business Achievement Award in the Professional Services category on March 1, 2018.”

