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On March 19, 2019, the Liberal government 

in Ottawa unveiled its final budget ahead of 

the federal election this fall. Called “Invest-

ing in the Middle Class,” the budget con-

tains a host of proposals aimed at address-

ing middle-class concerns such as housing 

affordability, prescription-drug costs, skills 

training and seniors’ issues.

The following is a summary of the most 

relevant budget forecasts and propos-

als that could have an impact on inves-

tors, families and businesses.

• 

• 

• 

K E Y  T A K E A W A Y S

New spending measures 

proposed in Budget 2019 

would total $22.8-billion over 

five years, and the government 

estimates the fiscal 2019-20 

federal deficit will amount to 

$19.8-billion – slightly larger 

than projected in the fall 

economic update.

The budget also proposed a 

number of measures that 

would affect the financial, tax 

and estate plans of Canadians.

The budget did not, however, 

include a commitment to 

undertake a comprehensive 

review of the tax system to 

make Canada’s personal and 

corporate tax regime more 

competitive, as was recom-

mended by numerous industry 

groups and stakeholders, 

including the House of Com-

mons Standing Committee on 

Finance.

Balancing the Budget

The government projects a $19.8-billion 

deficit in fiscal 2019-20, followed by a 

$19.7-billion deficit in the next fiscal year. 

Those figures are roughly $200-million and 

$1.6-billion larger, respectively, than was 

forecast in the fall.

For the 2018-19 fiscal year, which ends 

soon, the government expects a $14.9-bil-

lion deficit, an improvement over its previ-

ous estimate of $18.1-billion.
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Debt to GDP Ratio

Although the federal debt is on the rise, the government is forecasting a continued reduc-
tion of the federal debt-to-GDP ratio. It projects the ratio will decline to 28.6 per cent in 
2023-24 from 30.8 per cent in 2018-19.

Personal Tax Measures

Modernizing the Home Buyers’ Plan
To provide first-time home buyers with greater access to their RRSP savings to purchase 
or build a home, Budget 2019 proposes to increase the Home Buyers' Plan withdrawal 
limit to $35,000. This would be available for withdrawals made after March 19, 2019.
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Also, individuals experiencing a breakdown in their marriage or common-law partner-

ship generally would not qualify as first-time homebuyers under the Home Buyers’ 

Plan. However, the proposals would allow these individuals to now qualify as 

first-time homeowners to access $35,000 from their RRSP to purchase a home.

First-Time Home Buyer Incentive

Saving enough for a down payment on a home and managing the monthly costs can 

be challenging—especially for first-time home buyers.

Through the First-Time Home Buyer Incentive, Canada Mortgage and Housing Corpo-

ration (CMHC) would provide up to $1.25 billion over three years (starting in 2019–20) 

to eligible home buyers by sharing in the cost of a mortgage. As a means-tested 

program, the incentive would target Canadians who face legitimate challenges enter-

ing housing markets.

The incentive would provide funding of 5 or 10 per cent of the home purchase price. 

No ongoing monthly payments are required. The buyer would repay the Incentive, 

for example at re-sale.

Change in Use of Multi-Unit Residential Properties

When a taxpayer’s property changes use from an income producing to principal 

residence or vice versa, the Income Tax Act deems the taxpayer to have disposed of, 

and reacquired, the property at fair market value.  An election is available to defer 

the deemed disposition until the property is sold, offering a tax deferral if an income 

producing property had an inherent gain or, as in the case of a principal residence, 

four additional years can be designated for tax exemption, provided certain criteria 

are met.
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Under the current rules these elections are only available for complete changes in 

use and not partial changes of use. Generally, multi-unit residential properties such 

as a duplex could not benefit from use of these elections.

Effective March 21, 2019, the budget proposes to extend the elections to partial 

changes of use that are currently available for complete changes of use.

Canada Training Credit

The budget proposes to introduce the Canada Training Credit, effective for 2019 and 

subsequent tax years. This new refundable tax credit is intended to assist working 

Canadians with the cost of professional development. Every year, eligible workers 

would accumulate a tax credit balance of $250 for the year, up to a lifetime limit of 

$5,000. The federal tuition 15 per cent non-refundable tax credit will still be available 

on the difference between the eligible tuition fees and the refundable Canada Train-

ing Credit.

To be eligible individuals must:

• file a tax return for the year

• be at least 25 years old and less than 65 years old at the end of the year

• be resident in Canada throughout the taxation year

• have net income under the third federal bracket $147,667 (for 2019)

Employment Insurance (EI) Training Support Benefit and leave provisions

The budget proposes new EI training benefit to provide income support for individu-

als who must take off time from work while on training and not receiving their regu-

lar paycheque. The benefit is expected to provide up to four weeks of income sup-

port every four years — paid at 55 percent of a worker’s average weekly earnings.

To make the benefit work for both workers and their employers, the government 

proposes to consult with provinces and territories on changes to labour legislation 

under the leave provisions and to introduce an EI small business premium rebate for 

employers. The program is expected to be launched in late 2020.
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Additional Options in Creating Retirement Income from Registered Plans
Budget 2019 proposes two new types of annuities for certain registered plans to 
provide Canadians with greater flexibility in managing their retirement savings:

• 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.

The measures will apply to the 2020 and subsequent taxation years.

Advanced Life Deferred Annuities (ALDA)
When an individual chooses to purchase an annuity with registered funds, the tax 
rules require commencement of the annuity by the end of the year in which the 
annuitant reaches age 71. Budget 2019 proposes to amend the tax rules to permit an 
ALDA to be a qualifying annuity purchase, or a qualified investment for certain regis-
tered plans. An ALDA is a life annuity that can be deferred until the end of the year in 
which the annuitant attains 85 years of age. In addition, the Budget proposes the 
following requirements and limits:

1. The value of the ALDA is not included for purposes of calculating the mini
     mum amounts required to be withdrawn from registered plans for the year 
     after purchase
2. An individual will be subject to a lifetime ALDA limit equal to 25% of the 
     value of all property in the plan (subject to adjustments), and a lifetime 
     ALDA dollar limit of $150,000 from all qualifying plans. This limit will be 
     indexed to inflation for tax years after 2020, rounded to the nearest 
     $10,000
3. An ALDA must meet several other requirements and conditions
4. A 1% per month penalty tax will apply if ALDA purchases exceed their ALDA 
    limits

Variable Payment Life Annuities (VPLA)
A VPLA will provide payments that vary based on the investment performance of the 
underlying annuities fund and on the mortality expectation of VPLA annuitants. This 
option was not previously available and gives PRPP and defined contribution RPP 
members additional options in creating an income stream in retirement.
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Contributions to A Specified Multi-Employer Plan (SMEP) For Older Members
For the most part, the pension tax rules ensure that contributions to a defined bene-
fit registered pension plan (RPP) in respect of a member are not made after the 
member can no longer accrue further pension benefits. This is usually after the end 
of the year in which the member turns 71 years old or if the member has returned to 
work for the same or a related employer and is receiving a pension from the plan 
(except under a qualifying phased retirement program).

However, in the case of a specified multi-employer plan (SMEP), this is not the case. 
Such contributions don’t benefit the member since they can no longer accrue any 
corresponding pension benefits under the plan.

To align the SMEP rules with the pension tax provisions that apply to other defined 
benefit RPPs, the budget proposes to amend the tax rules to prohibit contributions to 
a SMEP in respect of a member after the end of the year the member attains 71 years 
of age and to a defined benefit provision of a SMEP if the member is receiving a 
pension from the plan (except under a qualifying phased retirement program).

Improvements to the Registered Disability Savings Plan
The Registered Disability Savings Plan (RDSP) is designed to help Canadians with 
severe disabilities, along with their families, save for their long-term financial security. 

To encourage individuals to save, the government offers grants and bonds (a com-
bined lifetime maximum of $90,000) until the year the individual beneficiary turns 49 
years of age. Currently, if an individual beneficiary loses the disability tax credit, by 
election the account can remain open provided a medical practitioner certifies the 
DTC is likely to be reinstated based on the nature of the beneficiary’s disability.

The 2019 federal budget proposes to eliminate the medical certification requirement 
including the requirement to close the account when the individual loses the disabili-
ty tax credit. Doing so will allow grants and bonds otherwise required to be repaid to 
the government to remain in the RDSP. This new measure is intended to address 
concerns that the existing law does not appropriately recognize the financial impact 
that periods of severe, but episodic, disability can have on individuals.

In addition, Budget 2019 proposes to exempt RDSPs from seizure in bankruptcy, with 
the exception of contributions made in the 12 months before the filing.



 
G

P
 

W
E

A
L

T
H

 
M

A
N

A
G

E
M

E
N

T

 

2019 Federal Budget Highlights

(Cont...)

400-5045 Orbitor Drive, Building 11, Mississauga, On L4W 4V4 | T: 416.622.9969 | E: info@gpwealth.ca | W: gpwealth.caPage | 7 of 10 

Tax measures for kinship care providers

Some provinces and territories offer kinship and close-relationship care programs in 
place of to foster care for children in need of protection who require temporary 
out-of-home care. As part of their kinship care programs, some of these jurisdictions 
provide financial assistance to care providers to help defray the costs of caring for 
the child. 

The budget proposes to ensure that kinship care providers will be eligible for the 
Canada Workers Benefit amount and that financial assistance payments received by 
care providers under a kinship care program are neither taxable, nor included in 
income for the purposes of determining entitlement to income-tested benefits and 
credits. These measures will apply for the 2009 and subsequent taxation years.

Donations of cultural property
The current tax rules provide certain enhanced tax incentives to encourage dona-
tions of cultural property to certain designated institutions and public authorities in 
Canada, to ensure that such property remains in Canada for the benefit of Canadi-
ans.

To qualify for the incentives, a requirement is that the donated property must be of 
“national importance” such that its loss to Canada would significantly diminish the 
national heritage. 

In response to a recent court case, the budget proposes to remove the requirement 
that property be of “national importance” to qualify for the enhanced tax incentives 
for donations of cultural property. This measure will apply in respect of donations 
made on or after March 19, 2019.

Business Tax Measures

Business investments in zero emission vehicles
Effective for eligible business acquisitions on or after March 20, 2019 available for use 
before 2028 (subject to a phaseout), Budget 2019 proposes a CCA rate of 100% for 
eligible zero-emission vehicles.  Subject to certain conditions, passenger vehicles up 
to $55,000 (plus sales tax) can be fully written off.

To be eligible for the first-year enhancement a vehicle must:
• Be a motor vehicle as defined in the ITA
• Would have been included in Class 10, 10.1 or 16
• Be a hybrid (subject to certain criteria) or fully electric
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Small Business Deduction – Farming and fishing
Budget 2019 proposes to expand the farming and fishing income that is eligible for 
the small business deduction to income arising from the sale of farming or fishing 
products to any arm's length buyer.

Strengthening beneficial ownership transparency
Beneficial ownership refers to the identity of individuals who own, control or profit 
from a corporation or trust. 

The budget proposes further amendments to the Canada Business Corporations Act 
to make the beneficial ownership information maintained by federally incorporated 
corporations more readily available to tax authorities and law enforcement. 

The 2018 budget had proposed the introduction of enhanced tax reporting require-
ments for trusts, effective for the 2021 and later taxation years, in order to improve 
the collection of beneficial ownership information for income tax purposes. 

Scientific Research and Experimental Development (SR&ED) Tax Incentive Program
The SR&ED Tax Incentive Program includes a fully refundable enhanced tax credit for 
CCPCs at a rate of 35% up to $3 million of qualifying SR&ED expenditures annually. 
The budget proposes to eliminate the income threshold for accessing the enhanced 
credit.

This measure will apply to taxation years that end on or after March 19, 2019.

Character Conversion Transactions
New rules introduced in 2013 known as character conversion transactions effectively 
eliminated the use of forward contracts as a means of converting the returns on an 
investment from ordinary income into capital gains, of which only 50 percent is 
taxable. As a result, any gain that arises from a derivative forward agreement is taxed 
as ordinary income rather than a capital gain. An important exception to this rule 
applies to certain commercial transactions, such as merger and acquisition transac-
tions. New character conversion transactions have been developed as an attempt to 
misuse the commercial transaction exception. As a result, Budget 2019 proposes an 
amendment that introduces an additional qualification for the commercial transac-
tion exception to ensure that taxation on these transactions remain taxable as ordi-
nary income, and not capital gains.
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Possible Changes to Taxation of Employee Stock Options
Employee stock options, which provide employees with the right to acquire shares of 
their employer at a designated price, are an alternative compensation method used 
by incorporated businesses, often to insensitive their employees. Once exercised, the 
difference between the set price and fair market value of the stock is included in the 
employee’s income as a taxable employee benefit. This benefit however can be 
reduced by a stock option deduction of 50% of the difference, which has the effect of 
the benefit being taxed similar to a capital gain. The Federal Government is looking to 
limit or “cap” the amount of stock options subject to the deduction at a value of 
$200,000 of the fair market value of the stocks obtained by the option. Any value over 
the $200,000 (for example in a case of options exercised and worth $300,000) would 
have the difference taxed as 100% income to the employee. More details will be 
provided by the summer of 2019.

Previously Announced Measures
The budget confirms the government’s intention to proceed with a number of previ-
ously announced tax and related measures announced on November 21, 2018. These 
include:

• Provide for the Accelerated Investment Incentive
• Allow the full cost of machinery and equipment used in the manufacturing and 
  processing of goods, and the full cost of specified clean energy equipment, to be 
  written off immediately
• Extend the 15 per cent mineral exploration tax credit for an additional five years
• Ensure that business income of communal organizations retains its character when 
   it is allocated to members of the communal organization for tax purposes.

Closing Tax Loopholes 
The budget proposes to close the following tax loopholes they perceive may result in 
some taxpayers paying less than their fair share:

• Prevent the use by mutual fund trusts of a method of allocating capital gains or 
   income to their redeeming unitholders where the use of that method inappropri
   ately defers tax or converts fully taxable ordinary income into capital gains taxed at 
   a lower rate
• Improve existing rules meant to prevent taxpayers from using derivative transac
   tions to convert fully taxable ordinary income into capital gains taxed at a lower 
   rate
• Stop the use of individual pension plans to avoid the prescribed transfer limits, 
  which are meant to prevent inappropriate tax deferrals when individuals transfer 
  assets out of certain types of pension plans
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Getting Advice 

Reviewing your tax plan? We encourage you to talk to us. Speak to your Financial  
Advisor or contact investor services at 1 800 608 7707. 

Disclaimer 

The information provided is general in nature and may not be relied upon nor 
considered to be the rendering of tax, legal, accounting or professional advice. 
Readers should consult their own accountants, lawyers and/or other professionals 
for advice on specific circumstances before taking any action. The information 
contained herein is from sources believed to be reliable, but accuracy cannot be 
guaranteed. 
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