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2015 federal budget overview
There were a broad range of tax measures announced in the most recent federal budget as the Conservative 
government moves closer to a fall election. Finance Minister Joe Oliver delivered his first federal budget 
on Tuesday, April 21, 2015, at least a month later than the usual timing. The delay was meant to provide 
additional time to account for plunging oil prices and the resulting market volatility.

Despite the market conditions, Oliver presented a balanced budget, although with a much smaller surplus 
than what had been forecasted last year. A surplus of $1.4 billion is projected, compared to the $6.4 billion 
surplus projected in last year’s budget. The 2015 surplus was achieved in part through a transfer of $2 billion 
from the government’s contingency fund.

Normally the contingency fund is maintained at $3 billion; it’s now expected to decline to $1 billion. The 
fund is maintained for unforeseen events, like natural disasters. The government expects the fund to return 
to $3 billion by 2019.

The following are highlights specific to the financial planning sector that may be of interest to you in  
your conversations with clients.

RRIF minimum formula rates declining

For 2015 and going forward the RRIF minimum formula rates are being reduced for ages 71 and older.  
Pre-age 71 RRIF rates remain unchanged. Those rates are determined by a formula: 1 / (90 - age). Excess  
RRIF minimum formula withdrawals taken in 2015 (but calculated using the old rates) can be re-contributed  
to a RRIF by February 29, 2016. Any RRIF withdrawals taken in 2015 will still be taxable, even the “excess”  
part. But re-contributions of any excess amount will be deductible. While the right to re-contribute  
excess withdrawals is good news, there may be other tax implications from continuing to take excess  
amounts during 2015, such as an impact on the Old Age Security clawback.

The age 71 rate is almost 30% lower than its pre-2015 counterpart. But the difference shrinks as you get  
older, with the rate for those age 95 and older topping out at 20% – the same rate under the old rules for 
those age 94 and older.

At first glance, it may look like the government is taking from RRIF owners in their 80’s and 90’s the benefits  
it gave them in their 70’s. But that’s not entirely true. All things equal, the ability to retain more money in your 
RRIF in your 70’s means that you should have more money in your RRIF in your 80’s and 90’s, even though the 
rate difference disappears by age 95.
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While the government has said that the “new RRIF factors will permit holders to preserve more of their 
RRIF savings in order to provide income at older ages,” the RRIF factors are still less generous to RRIF owners 
than those in the United States. In general, required minimum distribution rates in the U.S. are lower across 
all ages than those under the new Canadian rules, allowing Americans to preserve more of their retirement 
savings for old age than Canadians.

AGE PRE-2015 RRIF RATES 2015 RRIF RATES
U.S. REQUIRED MINIMUM 

DISTRIBUTION RATES UNDER 
THE UNIFORM LIFE TABLE

71 7.38% 5.28% 3.77%

84 9.93% 8.08% 6.45%

95 20.00% 20.00% 11.63%

100 20.00% 20.00% 15.87%

Increasing the TFSA contribution limit

In a move that was widely anticipated, the budget proposes increasing the current TFSA annual contribution 
limit to $10,000 from $5,500. The new limit will no longer be subject to increases based on inflation, and 
would be effective for 2015 and subsequent years.

The increased limit will appeal to a number of Canadians. Withdrawals from TFSA’s do not impact Federal 
income-tested benefits, such as Old Age Security (OAS), so the additional contribution room may help to 
supplement retirement income. For those Canadians who were eligible for a TFSA from its introduction 
in 2009 but have yet to make any contributions, their combined limit, factoring in this recent proposal, 
amounts to $41,000.

Cuts to the small business tax rate

Starting in January 2016, the small business tax rate will fall by half a percentage point each year to 9% by 2019 
from 11% now. This rate applies to the first $500,000 of a Canadian controlled private corporation’s (CCPC) 
active business income. The actual rate a business pays will vary depending on its province of residence 
because the provinces also tax business income. But most provinces have low small business tax rates.  
For example, Ontario’s rate is 4.5%, Saskatchewan’s is 2%, and New Brunswick’s is 4%.

Co-incident with reducing the small business tax rate is an adjustment to the non-eligible dividend tax 
credit. The adjustment applies to dividends paid from corporate income taxed at the low small business 
rate. Since the small business tax rate is going down, but personal tax rates will not change, the dividend  
tax credit mechanism has to change to maintain the tax system’s adherence to integration.

Integration is an important feature in Canada’s tax system. In an integrated tax system it won’t matter whether 
someone earns income personally or by dividends received from after-tax corporate profits. The amount of  
tax a corporation pays, plus the tax on the shareholder’s dividends, should equal the amount of tax an 
individual would pay if they earned their income personally.



Published on: April 2015 3

Streamlining reporting for foreign property

Currently, for Canadian residents holding specified foreign property, reporting is required where the total 
cost of the foreign property exceeds $100,000. This reporting measure is intended to help fight international 
tax evasion and aggressive tax avoidance. The Canada Revenue Agency (CRA) had provided a complex 
reporting form, T1135, in 2013, and received a lot of criticism because of the compliance burden it created.

The budget proposes to simplify foreign property reporting for the 2015 and subsequent taxation years. 
Under a revised form being developed by the CRA, if the total cost of the taxpayer’s foreign property is less 
than $250,000 throughout the year, the taxpayer can report the property under a new simplified foreign 
asset reporting system. The more thorough reporting obligation will continue to apply where the total  
cost exceeds that amount.

The CRA will provide additional details on what these streamlined reporting measures will be in the  
coming months. 

Donations involving shares of private corporations or real estate

Beginning with the 2016 tax year, the budget provides an exemption from capital gains tax for certain 
dispositions of private corporation shares or real estate. The exemption will be available when:

• cash proceeds received from the disposition are donated to a qualified donee within 30 days after  
the disposition, and

• the disposition was to a purchaser that dealt at arm’s length with both the donor and the donee.

The exempt portion of the gain will be based on the proportion of the cash proceeds donated to the  
total proceeds from the disposition.

Anti-avoidance rules will apply to reverse the exemption when, within five years from the date of 
disposition, the donor or a person that does not deal at arm’s length with the donor:

• reacquires any property that had been sold,

• in the case of shares, acquires shares substituted for the shares that had been sold, or

• in the case of shares, those shares are redeemed and the donor does not deal at arm’s length  
with the corporation at that time.

These proposals further expand the current category of properties that can be donated and be exempt  
from capital gains tax, such as publicly listed securities, ecologically sensitive land and certified cultural 
property, so long as certain requirements are met.
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Home accessibility tax credit

Budget 2015 proposes a new non-refundable tax credit, the Home Accessibility Tax Credit, for taxation years 
after 2015. The credit is intended to help qualifying individuals make their homes safer and more functional, 
and allow them greater mobility in their homes. A qualifying individual is someone who is age 65 or older, or 
who could claim the Disability Tax Credit, or someone on whom a qualifying individual depends for support.

The credit applies to eligible expenditures made to eligible dwellings. An eligible dwelling is generally the 
qualifying individual’s principal residence. The budget document gives examples of eligible expenditures. 
They include the costs associated with buying and installing items like wheelchair ramps, grab bars, and 
walk-in bathtubs and showers. An eligible expenditure can also be the cost of modifying a dwelling to make 
it safer or more functional for a qualifying individual. The budget document gives an example of a taxpayer 
widening the doorways in their home to provide easier access for their wheelchair.

The credit applies to eligible expenditures up to $10,000 per year, and would provide a maximum of $1,500 
in federal tax relief. It will not be reduced by any other federal tax credits or grants that the individual could 
claim. For example, an individual could count the same expense towards claims for the Medical Expense Tax 
Credit and the Home Accessibility Tax Credit. There would be no reduction to either credit for counting the 
same expense twice.

LCGE for farm and fishing property

In a move specific to the farming and fishing industries, Budget 2015 proposes an increase to the Lifetime 
Capital Gains Exemption (LCGE) for qualified farm and fishing property to $1 million. The current LCGE for 
qualified small business shares remains at $813,600 in 2015, increased by inflation each year. Once this rate 
has reached the $1 million threshold to align with farm and fishing property, the same limit will be used  
for all types of property on an indexed basis going forward.

The new exemption limit will apply for dispositions of qualified farm and fishing property as of budget  
day forward.

Information exchange

On July 1, 2014 Canada implemented an intergovernmental information sharing agreement with the U.S. 
Under the agreement, most Canadian financial institutions must report names and account information of 
U.S. person clients and entities to the Canada Revenue Agency (CRA). The CRA will share that information 
with the U.S. Internal Revenue Service (IRS) according to the information sharing sections of the Canada-
U.S. Tax Treaty. The U.S. has promised to share the same information about Canadian residents’ U.S. financial 
accounts with the CRA.

The G-20 nations, of which Canada is a part, have agreed to adopt a similar mechanism. Under the 
mechanism, all G-20 nations’ foreign tax authorities will provide information to the CRA about financial 
accounts in their countries owned by Canadian residents. In return, the CRA will provide information to 
tax authorities of each G-20 nation about financial accounts in Canada that are owned by residents of 
those countries. Canada expects to implement the reporting standard by July 1, 2017, and begin exchanging 
information with G-20 nation tax authorities in 2018.
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Unlike Canada’s agreement with the U.S., there will be no requirement for Canadian financial institutions to 
report information on accounts that foreign citizens living in Canada hold (provided they are not also residents 
of another G-20 nation). That’s because the U.S. is alone among the G-20 nations in taxing on the basis of 
citizenship. All other G-20 nations tax on the basis of residence. For example, while an American citizen who 
has lived all their life in Canada still owes tax obligations to the U.S., an Australian citizen who has lived all 
their life in Canada (and has no residential ties to Australia) owes no tax obligations to Australia.

Canadian financial institutions will have to modify their reporting and data collection mechanisms to identify 
their account holders who are residents of G-20 nations to provide the information required by the CRA.

Similar to Canada’s agreement with the U.S., privacy concerns are addressed by requiring financial 
institutions to report to the CRA, not to the foreign tax authority. There are also mechanisms in the  
G-20 agreement to ensure that any information that the CRA provides to a foreign government’s tax 
authority will be used only by the foreign country’s tax authority, and only for tax purposes.

For more information

For more information on the 2015 federal budget, please visit http://www.budget.gc.ca/
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Disclaimer

This report contains information in summary format, for your convenience, published by Sun Life Assurance Company of Canada 
(SLACC). Although this summary has been prepared from sources believed to be reliable, SLACC cannot guarantee its accuracy or 
completeness and SLACC is not liable for any errors or omissions. This summary is intended to provide you with general information 
and should not be construed as providing specific individual financial, investment, tax, legal or accounting advice. Clients should be 
instructed to speak to a tax specialist and refer to the budget as published by the Government of Canada for details before acting 
on any of the information. 

Life’s brighter under the sun


