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PERSONAL INCOME TAX MEASURES
Adoption Expense Tax Credit

The Adoption Expense Tax Credit (AETC) is a 15-per-cent non-refundable tax credit that allows adoptive
parents to claim eligible adoption expenses relating to the completed adoption of a child under the age of
18 (up to a maximum of $11,669 in expenses per child for 2013).

To better recognize that there are costs that adoptive parents must incur prior to being matched with a
child, Budget 2013 proposes to extend the adoption period by treating the time at which the adoption
period begins as:

9 the time that an adoptive parent makes an application to register with a provincial ministry
responsible for adoption or with an adoption agency licensed by a provincial government; or
9 ifan adoption-related application is made to a Canadian court at an earlier time, that earlier time.

This measure will apply to adoptions finalized after 2012.
First-Time Donor’s Super Credit

The Charitable Donations Tax Credit (CDTC) provides an individual with a non-refundable tax credit of 15
per cent for the first $200 of annual charitable donations and a credit of 29 per cent for the portion of
donations that exceeds $200.

To encourage charitable giving by new donors, Budget 2013 proposes to introduce a temporary First-
time Donor’s Super Credit (FDSC). The FDSC will supplement the CDTC with an additional 25-per-cent tax
credit for a first-time donor on up to $1,000 of donations. Accordingly, a first-time donor will be entitled
to a 40-per-cent federal credit for donations of $200 orless, and a 54-per-cent federal credit for the
portion of donations over $200 but not exceeding $1,000. Only donations of money will qualify for
the FDSC.

An individual will be considered a first-time donor if neither the individual nor the individual’s spouse or
common-law partner has claimed the CDTC or FDSC in any taxation year after 2007.

The FDSC will be available in respect of donations made on or after Budget Day and may be claimed only
once in the 2013 or a subsequent taxation year before 2018.

Lifetime Capital Gains Exemption

The income tax system currently provides an individual with a Lifetime Capital Gains Exemption (LCGE)
on up to $750,000 of capital gains realized on the disposition of qualified property: qualified small
business corporation shares, and qualified farm and qualified fishing property.

Budget 2013 proposes to increase the LCGE by $50,000 so that it will apply on up to $800,000 of capital
gains realized by an individual on qualified property, effective for the 2014 taxation year.

In addition, the LCGE will be indexed to inflation for taxation years after 2014. The new LCGE limit will
apply for all individuals, even those who have previously used the LCGE.

Deduction for Safety Deposit Boxes

The income tax rules allow a taxpayer to deduct an expense incurred for the purpose of earning business
or property income to the extent that the amount of the expense is reasonable in the circumstances.



Budget 2013 therefore proposes to make the cost to a taxpayer of renting a safety deposit box from a
financial institution non-deductible for income tax purposes.

This measure will apply to taxation years that begin on or after Budget Day.

Dividend Tax Credit

The dividend tax credit (DTC), provided within the personal income tax system, is intended to
compensate a taxable individual for corporate income taxes that are presumed to have been paid. The
DTC is generally meant to ensure that income earned by a corporation and paid out to an individual as a
dividend will be subject to the same amount of tax as income earned directly by the individual.

Currently, an individual who receives non-eligible dividend income from a corporation is in a better tax
position than if the individual had earned the income directly.

Budget 2013 proposes to adjust the gross-up factor applicable to non-eligible dividends from 25 per cent
to 18 per cent and the corresponding DTC from 13 1/3% of the grossed-up dividend amount to 11 per
cent.

This measure will apply to non-eligible dividends paid after 2013.
Registered Pension Plans: Correcting Contribution Errors

The income tax rules that apply to registered pension plans (RPPs) allow, in situations where RPP
contribution limits have not been exceeded, the refund of a contribution that was made as the result of a
reasonable error (e.g., an employer made a mistake in calculating the members’ or employer’s
contributions for a particular year). Refunds of such contributions are currently allowed at the discretion
of the Canada Revenue Agency (CRA) on a case-by-case basis.

Budget 2013 proposes to enable administrators of RPPs to make refunds of contributions in order to
correct reasonable errors without first obtaining approval from the CRA, if the refund is made no later
than December 31 of the year following the year in which the inadvertent contribution was made. If an
RPP administrator seeks to correct a contribution error after the deadline, the existing procedure of
seeking authorization from the CRA will continue to apply.

This measure will apply in respect of RPP contributions made on or after the later of January 1, 2014.
Extended Reassessment Period: Tax Shelters and Reportable Transactions

Existing tax rules set out the circumstances under which a tax shelter must be registered and an
information return filed with the CRA by a promoter of the tax shelter. The purpose of this reporting
requirement is to assist the CRA in identifying and auditing inappropriate claims. However, the normal
reassessment period of three years of a participant in the tax shelter is not extended even if the
information return is not filed or is filed late. A delay in filing effectively reduces the time available for the
CRA to obtain the information necessary for a proper audit of the tax shelter.

Budget 2013 proposes to extend the normal reassessment period in respect of a participant in a tax
shelter where an information return that is required for the tax shelter is not filed on time. In particular,
the normal reassessment period in respect of the tax shelter will be extended to three years after the date
that the relevant information return is filed.

This measure will apply to taxation years that end on or after Budget Day.



Taxes in Dispute and Charitable Donation Tax Shelters

In order to discourage participation in questionable charitable donation tax shelters and to reduce the
risk that unpaid amounts will ultimately become uncollectible, Budget 2013 proposes to modify the
prohibition on the CRA from taking collection action in these cases. If a taxpayer has objected to an
assessment of tax, interest or penalties that results from the disallowance of a deduction or tax credit
claimed in respect of a tax shelter (as reported by the taxpayer or determined by the Minister of National
Revenue) that involves acharitable donation, the CRA will be permitted, pending the ultimate
determination of the taxpayer’s liability, to collect 50 per cent of the disputed tax, interest or penalties.

This measure will apply in respect of amounts assessed for the 2013 and subsequent taxation years.

Extension of the Mineral Exploration Tax Credit for Flow-Through Share Investors

Flow-through shares allow companies to renounce or “flow through” tax expenses associated with their
Canadian exploration activities to investors, who can deduct the expenses in calculating their own taxable
income. This facilitates the raising of equity to fund exploration by enabling companies to sell their shares
at a premium. The Mineral Exploration Tax Credit is an additional benefit, available to individuals who
invest in flow-through shares, equal to 15 per cent of specified mineral exploration expenses incurred in
Canada and renounced to flow-through share investors.

Budget 2013 proposes to extend eligibility for the Mineral Exploration Tax Credit for one year, to flow-
through share agreements entered into on or before March 31, 2014.

Labour-Sponsored Venture Capital Corporations Tax Credit

A 15-per-cent federal tax credit is provided to individuals for the acquisition of shares of LSVCCs on
investments of up to $5,000 each year, providing up to $750 in federal tax relief.

Budget 2013 proposes to phase out the federal LSVCC tax credit. The federal LSVCC tax credit will remain
at 15 per cent when it is claimed for a taxation year that ends before 2015 and will be reduced to 10 per
cent for the 2015 taxation year and 5 per cent for the 2016 taxation year. The federal LSVCC tax credit will
be eliminated for the 2017 and subsequent taxation years.

Synthetic Dispositions

Certain financial arrangements (synthetic disposition transactions) seek to defer tax or obtain other tax
benefits by allowing a taxpayer to economically dispose of a property while continuing to own it for
income tax purposes.

A taxpayer may enter into a synthetic disposition transaction to defer the tax associated with a sale or to
obtain tax benefits associated with the continued ownership of a property (e.g., to avoid the application
of the stop-loss rules of the Income Tax Act).

The Government is introducing specific legislative measures to ensure that the appropriate tax
consequences apply to these transactions.

Deemed Disposition

To ensure that taxpayers cannot avoid the tax consequences of disposing of a property by entering into a
synthetic disposition transaction, Budget 2013 proposes to treat certain transactions as dispositions for
income tax purposes.



Continued Ownership

To ensure that taxpayers cannot obtain tax benefits associated with the continued ownership of a
property after entering into a synthetic disposition transaction, Budget 2013 also proposes that if a
taxpayer is deemed to have disposed of and reacquired a property, the taxpayer will be considered to not
own the property for the purposes of determining whether the taxpayer meets the holding-period tests in
the stop-loss rules and the foreign tax credit rules of the Income Tax Act.

Trust Loss Trading

Budget 2013 proposes to extend, with appropriate modifications, to trusts the loss-streaming and related
rules that currently apply on the acquisition of control of a corporation, including the limited exception
allowing the ongoing use of non-capital losses from a business.

This measure, including any relieving changes that may be made as a result of the public consultation, will
apply to transactions that occur on or after Budget Day.

Non-Resident Trusts

To protect the integrity of the tax rules that apply where a Canadian-resident taxpayer maintains effective
ownership over property held by a non-resident trust, Budget 2013 proposes to amend the deemed
residence rules to apply if a trust holds property on conditions that grant effective ownership of the
property to such a taxpayer.

To clarify the application of the tax rules that apply to non-resident trusts, Budget 2013 also proposes to
restrict the application of the trust attribution rule so that it applies only in respect of property held by a
trust that is resident in Canada.

This measure will apply to taxation years that end on or after Budget Day.
Consultation on Graduated Rate Taxation of Trusts and Estates

Certain estates and trusts created by will (testamentary trusts) and inter vivos trusts created before June
18, 1971 (grandfathered inter vivos trusts) compute federal income tax on taxable income using the
graduated tax rates applicable to individuals. Other trusts (ordinary inter vivos trusts) pay federal tax at a
flat rate of 29 per cent, which is the highest federal tax rate for individuals.

Budget 2013 announces the Government’s intention to consult on possible measures to eliminate the tax
benefits that arise from taxing at graduated rates grandfathered inter vivos trusts, trusts created by will, and
estates.

BUSINESS INCOME TAX MEASURES

Manufacturing and Processing Machinery and Equipment: Accelerated Capital Cost
Allowance

Budget 2013 proposes to extend the temporary support for investment in machinery and equipment for
the manufacturing and processing sector by anadditional two years. Manufacturing and processing
machinery and equipment that would otherwise be included in Class 43 and that is acquired in 2014 or
2015 will qualify for the 50-per-cent straight-
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