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On March 19, 2019, federal Finance Minister Bill Morneau tabled the Liberal 
government’s final budget before the October 2019 election. 

When Liberals took power in 2015, they had pledged to balance the budget by 2019. 
However, according to the Budget 2019 proposals, the budgetary balance is expected to 
show deficits of $19.8 billion in fiscal 2019 – 2020 which is $200 million larger than was 
forecast last fall.

The good news announced in the budget was that for the 2018 – 2019 fiscal year due to 
“spectacular revenue growth” the government expects a $14.9 billion deficit, which is an 
improvement over its previous forecast in the fall.

PERSONAL TAX MEASURES
  
There were no proposed changes to personal income tax rates. For 2019, federal personal 
income tax rates are as follows: 

• INCREASE TO THE HOME BUYER’S PLAN WITHDRAWAL LIMIT
• DEFERRING RETIREMENT INCOME BY USING ADDITIONAL TYPES OF ANNUITIES
• CHANGES TO PENSIONABLE SERVICE UNDER AN IPP OR PPP

“Budget 2019 proposed to raise the HBP withdrawal limit to $35,000.”
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training that accumulates in a notional account for eligible individuals 
to a lifetime maximum of $5000; and an Employment Insurance (EI) 
Training Support Benefit to provide up to four weeks of income 
support every four years at 55% of a person’s average weekly earnings.
 
EMPLOYEE STOCK OPTIONS

The current tax rules provide employee stock options with preferential 
income tax treatment in the form of a stock option deduction that 
effectively results in the entire benefit being taxed as capital gains 
which is taxed at half of the rate of normal personal taxes. The budget 
proposes a $200,000 annual cap on employee stock option grants that 
may receive tax-preferred treatment for employees of large, 
long-established, mature firms. To ensure that Canadian start-ups and 
growing Canadian businesses can stay competitive and continue to 
attract high quality talent, employee stock option benefits for these 
types of businesses would remain uncapped. Additional details 
regarding this measure will be released before the summer of 2019. 
Employee stock options granted prior to the announcement of 
legislative proposals would not be subject to the new rules and any 
changes would apply on a go-forward basis only.

CHANGE IN USE RULES FOR MULTI-UNIT RESIDENTIAL 
PROPERTIES

According to the Income Tax Act you are deemed to have disposed of, 
and reacquired, a property when you convert the property from an 
income-producing use (e.g., a rental property) to a personal use (e.g., 
a residential property) or vice versa. Where the use of an entire 
property is changed, you may elect that this deemed disposition not 
apply. Consequently, the election can provide a deferral of the 
realization of capital gains until the property is sold in the future. In 
certain cases, where an election is made, the property can be 
designated as your principal residence for an additional period of up to 
four years before or after the period for which you could otherwise 
claim the exemption. The deemed disposition also occurs when the 
use of part of a property is changed. However, under the current rules, 
a taxpayer cannot elect out of the deemed disposition that arises on a 
partial change in use of a property. Budget 2019 proposed to allow a 
taxpayer to elect that the deemed disposition that normally arises on a 
partial change in use of a property not apply. This measure will apply 
to changes in use of property that occur on or after March 19, 2019.

“The CMHC First-Time Home Buyer Incentive is a shared equity mortgage that will enable eligible first-time home 
buyers to lower their borrowing costs by sharing the cost of purchasing a home with the CMHC.”

INCREASE TO THE HOME BUYER’S PLAN WITHDRAWAL 
LIMIT

The home buyers’ plan (HBP) allows first-time home buyers to 
withdraw up to $25,000 from a registered retirement savings plan 
(RRSP) to purchase or build a home without having to pay tax on the 
withdrawal. Budget 2019 proposed to rasie the HBP withdrawal limit 
to $35,000. As a result of this change, a couple will potentially be able 
to withdraw up to $70,000 from their RRSPs to purchase their first 
home. This increase will apply to the 2019 and subsequent calendar 
years. Budget 2019 also proposed to extend access to the HBP to help 
Canadians maintain home ownership after the break down of a 
marriage or common-law partnership.

FIRST TIME HOME BUYER INCENTIVE – SHARED EQUITY 
MORTGAGE

The Canada Mortgage and Housing Corporation (CMHC) First-Time 
Home Buyer Incentive is a shared equity mortgage that will enable 
eligible first-time home buyers to lower their borrowing costs by 
sharing the cost of purchasing a home with the CMHC. The new 
incentive will provide funding of either 5% (for the purchase of an 
existing home) or 10% of the home purchase price (for the 
construction of a new home). The home buyer will repay the incentive 
when the property is eventually sold, so ongoing monthly payments 
will not be required. For example, if a borrower purchases a $400,000 
home with a 5% down payment and a 5% CMHC shared equity 
mortgage ($20,000), the size of the borrower’s insured mortgage 
would be reduced from $380,000 to $360,000, helping to lower the 
borrower’s monthly mortgage bill. Eligible first-time home buyers who 
have the minimum down payment for an insured mortgage will be 
able to apply to finance a portion of their home purchase through a 
shared equity mortgage with CMHC.  The incentive is available to 
first-time home buyers with household incomes under $120,000 per 
year. Additionally, the participants’ insured mortgage and incentive 
amount cannot be greater than four times the participants’ annual 
household income.

CANADA TRAINING BENEFIT

Budget 2019 proposed to establish a new Canada Training Benefit 
consisting of two key components – a Canada Training Credit to help 
with the cost of training fees that consists of a $250 annual refundable 
tax credit for up to half of eligible tuition and fees associated with 

2019 TAX RATES  

Taxable income range  Other income  Capital gains  Eligible dividends  Non-eligible dividends  

First $47,630   15.0%   7.5%   0.0%    6.9%  

$47,631 -$95,259  20.5%   10.3%   7.6%    13.2%  

$95,260 -$147,667  26.0%   13.0%   15.2%    19.5%  

$147,668 -$210,371  29.0%   14.5%   19.3%    23.0%  

$210,372 and over  33.0%   16.5%   24.8%    27.6 
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DEFERRING RETIREMENT INCOME BY USING ADDITIONAL 
TYPES OF ANNUITIES

The tax rules allow funds from certain registered plans to be used to 
purchase an annuity to provide income in retirement, subject to 
conditions. To increase options and provide more flexibility in 
managing retirement savings, Budget 2019 proposed to permit two 
new types of annuities for certain registered plans starting in 2020: 

• Advanced life deferred annuities (ALDA) will be permitted under a 
registered retirement savings plan (RRSP), registered retirement 
income fund (RRIF), deferred profit-sharing plan (DPSP), pooled 
registered pension plan (PRPP) and defined contribution registered 
pension plan (RPP); and 

• Variable payment life annuities will be permitted under a PRPP and 
defined contribution RPP. 

 Advanced Life Deferred Annuities 

The tax rules generally require an annuity purchased with registered 
funds to commence by the end of the year in which the annuitant 
attains 71 years of age. Budget 2019 proposed to amend the tax rules 
to permit an advanced life deferred annuity (ALDA) to be a qualifying 
annuity purchase, or a qualified investment, under certain registered 
plans. An ALDA is different from the current life annuity options 
available as it will be a life annuity in which the commencement may 
be deferred until the end of the year that the annuitant attains 85 years 
of age. An individual will be subject to a lifetime ALDA limit equal to 
25% of a specified amount in relation to a particular qualifying plan. 
The specified amount will equal the sum of: 

• the value of all property (other than most annuities, including 
ALDAs) held in the qualifying plan as at the end of the previous year; 
and 

• any amounts from the qualifying plan used to purchase ALDAs in 
previous years. 

An individual will be subject to a comprehensive lifetime ALDA dollar 
limit of $150,000 from all qualifying plans. The lifetime ALDA dollar 
limit will be indexed to inflation for taxation years after 2020, rounded 
to the nearest $10,000. Additional rules will be included in draft 
amendments for the measure to be released for public comment. 

Variable Payment Life Annuities 

Budget 2019 proposed to amend the tax rules to permit PRPPs and 
defined contribution RPPs to provide a variable payment life annuity 
(VPLA) to members directly from the plan. A VPLA will provide 
payments that vary based on the investment performance of the 
underlying annuities fund and on the mortality experience of VPLA 
annuitants. Similar to ALDAs, additional rules will be included in draft 
amendments for the measure to be released for public comment.

CHANGES TO PENSIONABLE SERVICE UNDER AN IPP OR PPP

Budget 2019 proposed to prohibit Individual Pension Plans (IPPs) or 
Personal Pension Plans (PPPs) from providing retirement benefits in 
respect of past years of employment that were pensionable service 

“The commencement date for an Advanced Life Deferred Annuity (ALDA) may be deferred until the end of the year that the 
annuitant attains 85 years of age.”

under a defined benefit plan of another employer other than the IPP’s 
or PPP’s participating employer (or its predecessor employer). In 
addition, any assets transferred from a former employer’s defined 
benefit (DB) plan to an IPP or PPP that relate to benefits provided in 
respect of prohibited service will be considered a non-qualifying 
transfer and have to be included in the income of the member for 
income tax purposes. This measure applies to pensionable service 
credited under an IPP on or after Budget Day.

According to an email communication by Integris Pension 
Management Corp. on March 22, 2019, the following two points with 
regards to this proposed measure are notable:

a.“The concept of ‘prohibited service’ does not arise when an 
individual terminates employment with one employer that offers a 
DB plan, and is hired by a second employer if that second employer 
is willing to accept the commuted value from the ex-employer (so 
long as the new employer’s pension plan is not a PPP (or IPP)).

Thus, for example, a civil servant working for a hospital in Ontario 
(and a member of the HOOPP pension plan) could transfer the entire 
commuted value to the OMERS Pension Plan if that individual were 
to be employed by a municipality with no tax consequences. Since 
IPPs and PPPs are virtually only found in the private sector, this new 
Budget measure penalizes the private sector workers over those who 
are in the public sector.

b. Pension assets can still be merged into a PPP in other ways.”

TFSA HOLDER LIABLE FOR TAXES FOR CARRYING ON 
BUSINESS IN A TFSA ACCOUNT

A TFSA is liable to pay tax on income from a business carried on by 
the TFSA or from non-qualified investments. Currently, only the 
trustee of a TFSA (i.e., a financial institution) is jointly and severally 
liable with the TFSA for the tax. Budget 2019 proposed that the joint 
and several liability for tax owing on income from carrying on a 
business in a TFSA be extended to the TFSA holder. The joint and 
several liability of a trustee of a TFSA at any time in respect of 
business income earned by a TFSA will be limited to the property 
held in the TFSA at that time plus the amount of all distributions of 
property from the TFSA on or after the date that the notice of 
assessment is sent. This measure will apply to the 2019 and 
subsequent taxation years.

CORPORATE TAX MEASURES

There were no proposed changes to federal corporate income tax 
rates or the small business limit for 2019. The table below shows 
federal tax rates and the small business limit for 2019.

Category 2019 tax rates 

General rate 15.0% 

Manufacturing & processing rate 15.0% 

Small business rate 9.0% 

Small business limit $500,000



“Previously, alternative strategies such as short-selling, leveraging and derivatives were only used by hedge funds and 
were restricted to accredited or institutional investors.”

SCEINTIFIC RESEARCH AND EXPERIMENTAL 
DEVELOPMENT (SRED) PROGRAM TAX CREDIT

Budget 2019 included a measure that would make the SRED tax 
credit available to many more small businesses. The budget 
proposed to repeal the use of taxable income as a factor in 
determining a CCPC’s annual expenditure limit for the purpose of 
the enhanced Scientific Research and Experimental Development 
(SR&ED) program tax credit. As a result, CCPCs with taxable capital 
of up to $10 million will benefit from unreduced access to the 
enhanced refundable SR&ED credit regardless of their taxable 
income. As a CCPC’s taxable capital begins to exceed $10 million, 
this access will gradually be reduced. 

ENHANCED DEDUCTIONS FOR ZERO-EMISSION VEHICLES

Budget 2019 proposed to provide a temporary enhanced first-year 
capital cost allowance (CCA) rate of 100% in respect of eligible 
zero-emission vehicles. Budget 2019 also proposed to create two 
new CCA classes: Class 54 for zero-emission vehicles that would 
otherwise be included in Class 10 or 10.1 (passenger vehicles) and 
Class 55 for zero-emission vehicles that would otherwise be 
included in Class 16 (taxi cabs, vehicles used for short-term renting 
and heavy trucks). In the case of Class 54, there will be a limit of 
$55,000 (plus sales taxes) on the amount of CCA deductible in 
respect of each zero-emission passenger vehicle. This $55,000 limit 
will be reviewed annually. Vehicles in respect of which assistance is 
paid under a new federal purchase incentive announced in Budget 
2019 will be ineligible. The incentive will be up to $5,000 for electric 
or hydrogen fuel-cell vehicles under $45,000. This measure will apply 
to eligible zero-emission vehicles acquired on or after Budget Day 
and that become available for use before 2028, subject to a 
phase-out for vehicles that become available for use after 2023.

LIQUID ALTERNATIVES

Effective January 3rd, 2019, amendments to National Instrument 
81-102: Investment Funds and to related national instruments, made 
“liquid alternatives” (a.k.a. “liquid alts”) available to all Canadian 
investors.

Previously, alternative strategies such as short-selling, leveraging 
and derivatives were only used by hedge funds and were restricted 
to accredited or institutional investors. The new rules have 
democratized the market by making these strategies which can 
have no correlation to the performance of stock markets available to 
retail investors.

Liquid alts can provide hedging strategies that can protect the 
downside of portfolios in volatile markets. However, by the same 
token they can underperform in a bull market.

Liquid alts fall into two broad categories of diversifiers and 
substitutes. Alternative funds that act as diversifiers employ 
strategies that deliver a risk/return profile that is different from 
those of traditional stock and bond funds that are long-only. Liquid 

alts that act as substitutes, incorporate tools within 
traditional asset classes such as real estate and commodities 
to deliver potentially better risk-adjusted returns.

The key to considering whether it makes sense to add liquid 
alts to your portfolio is to see if the strategy could lower 
portfolio risk for the same returns or enhance returns for the 
same risk.

You also need to consider the fact that strategies such as 
short-selling and leveraging have unique risks of their own. 
In addition, some alternative investments are more expensive 
and more complex to manage compared to conventional 
investments.
In the U.S. where liquid alternative strategies have been 
available to retail investors for over 10 year, the sector has 
seen huge growth. A white paper published by Bank of Nova 
Scotia in October 2018 states that liquid alts are likely to 
experience organic market growth as assets shift from 
existing mutual funds and hedge funds and predicts that 
Canada’s liquid alts market could grow to more than $20 
billion within five years. The paper adds that other analysts 
estimate market penetration of $15 billion to $100 billion or 
more.
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