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Building a strong middle class 
Federal Budget 2017 analysis 

Proposed changes affecting tax and estate planning that may affect clients 

Federal Budget 2017 promotes the idea of making 

the tax system fairer for the middle class. It looks to 

close tax loopholes, crack down on tax evasion, 

improve existing tax measures for individuals and 

families, and eliminate measures that can be viewed 

by some as inefficient or no longer effective. 

According to the Federal Budget, the government will 

also be considering steps toward eliminating tax 

measures that disproportionately benefit the wealthy. 

Government concern about income inequality is a 

significant consideration toward ensuring a fair tax 

system for all Canadians. The first focus is on closing 

loopholes and addressing tax planning strategies that 

involve private corporations to help ensure everyone 

pays their fair share of tax. Another is to invest an 

additional $523.9 million over five years to prevent tax 

evasion, ensure the tax system is “fair and 

responsive” and to improve tax compliance, with an 

overall aim to recoup $2.5 billion over the same 

period. And a third focus is on providing tax relief for 

individuals and families by eliminating poorly targeted 

and inefficient tax measures that “unfairly help the 

wealthiest Canadians”. For example, the government 

proposes – among other ideas – to expand the range 

of courses eligible for the Tuition Tax Credit, and 

replace the Caregiver Credit, Infirm Dependant Credit 

and Family Caregiver Tax Credit with a single new 

credit: the Canada Caregiver Credit. 

To help meet their goal of addressing tax fairness, the 

government plans to review the use of tax planning 

strategies involving private corporations that may 

inappropriately reduce personal taxes of high-income 

earners. In doing so, the Government will also 

consider whether there are features within the current 

income tax system that have an inappropriate, 

adverse impact on some business transactions 

involving family members. The government intends to 

release a paper in the coming months setting out the 

nature of these issues in more detail as well as 

proposed policy responses.  

The 2017 Federal Budget proposals build on last 

year’s plan intended to create jobs and strengthen the 

middle class. Their budget proposals likewise build a 

case for innovation so Canada can remain 

competitive in the global economy. 

Phasing out the Canada Savings 

Bonds program 

The Canada Savings Bonds (CSB) Program, created 

in 1946, has historically provided the Government of 

Canada with a diversified source of funds while 

offering Canadians a safe and easily accessible 

investment alternative. Since reaching its peak in the 

late-1980s, CSBs have experienced a prolonged 

decline, currently representing less than one per cent 

(about $5 billion) of total federal market debt.  



 

 

The Government of Canada plans to discontinue 

sales of new CSBs in 2017 due in part to the success 

of higher-yielding alternative retail investment 

instruments, such as mutual funds. Eliminating this 

choice may create a need by some clients to look at 

fixed-income funds as an alternative. 

Anti-avoidance rules for registered 

plans 

Budget 2017 proposes to extend anti-avoidance rules 

for Registered Education Savings Plans (RESPs) and 

Registered Disability Savings Plans (RDSPs) to 

improve the consistency of the tax rules that apply to 

investments in registered plans. These proposals are 

not expected to have an impact on the vast majority 

of RESP and RDSP holders, who typically invest in 

ordinary portfolio investments.  

A number of anti-avoidance rules exist for other tax-

assisted registered plans (i.e., Tax-Free Savings 

Accounts, Registered Retirement Savings Plans and 

Registered Retirement Income Funds) to help ensure 

that the plans do not provide excessive tax 

advantages unrelated to their respective basic 

objectives. These include: 

• The advantage rules, which help prevent the 

exploitation of the tax attributes of a registered 

plan (e.g., by shifting returns from a taxable 

investment to a registered plan); 

• The prohibited investment rules, which generally 

ensure that investments held by a registered plan 

are arm’s length “portfolio” investments; and 

• The non-qualified investment rules, which restrict 

the classes of investments that may be held by a 

registered plan. 

 

These measures will apply to transactions occurring, 

and investments acquired, after Budget Day. For this 

purpose, investment income generated afterwards on 

previously acquired investments will be considered to 

be a “transaction occurring” after Budget Day. 

Billed-basis accounting 

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 election effectively 

allows income to be recognized when the work is 

billed (billed-basis accounting). Billed-basis 

accounting enables taxpayers to defer tax by 

permitting the costs associated with work in progress 

to be expensed without the matching inclusion of the 

associated revenues. 

Budget 2017 proposes 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. 

Previously announced measures 

Budget 2017 confirms the Government’s intention to 

proceed with previously announced tax and related 

measures, as modified to take into account 

consultations and deliberations since their release: 

• To improve fairness in relation to the capital gains 

exemption on the sale of a principal residence 

• On information-reporting requirements for certain 

dispositions of an interest in a life insurance policy 



 

Other tax-related proposals 

• Investment fund mergers: 

- Reorganization of a mutual fund corporation 

into multiple mutual fund trusts on a tax-

deferred basis 

- Tax-deferred mergers of segregated funds to 

provide consistent treatment between mutual 

fund trusts and segregated funds 

• New Canada Caregiver Credit may simplify the 

existing system of tax measures for caregivers by 

replacing the existing caregiver credit, infirm 

dependant credit and family caregiver tax credit 

• Extend the tuition tax credit for occupational skills 

courses that are not at the postsecondary level 

• Nurse practitioners can provide certification for 

disability tax credit eligibility 

Elimination of tax credits 

• The public transit tax credit to be eliminated, 

effective as of July 1, 2017 

• Eliminate the eligible home relocation loans 

deduction 

Information is for financial security advisors and investment 

representatives only. This material is not intended for use 

with clients. 

Please remember: the announced budget contains proposals 

that may undergo revisions before becoming law. 
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