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Federal Budget Overview 
Prepared by the Sun Life Insurance Tax Solutions Team 

On April 19, 2021 Finance Minister Chrystia Freeland tabled the Liberal government’s first budget 
in nearly two years. In this overview, we touch on some of the important numbers in the Budget. 
We also highlight some of the areas where the government will be spending over the next year, 
and in the years to come. 
 
There are no changes in the general corporate tax rate or personal income tax rate in the Budget. 
Nor did the government make any changes to the capital gains inclusion rate or the principal 
residence exception. And, except for a luxury tax on cars, planes and boats, it did not impose a 
wealth tax. 
 
Here are some highlights of the important numbers from the Budget: 
 

ECONOMIC NUMBERS 
 

Real GDP contracted by 5.4% in 2020; it’s expected to expand by 5.8% in 2021, and by 4% in 2022.  
 

• Some of the reasons for the government’s optimism are: 
o COVID-19 brought about economic contraction – consumers did not decide on their 

own to stop spending; 
o There is a lot of pent-up demand among consumers. That’s supported by savings 

accumulated during the pandemic as communities went into lock-down. The 



 
 

Sun Life Assurance Company of Canada is a member of the Sun Life group of companies.  
© Sun Life Assurance Company of Canada, 2021. 

government expects that people will want to resume spending once restrictions are 
eased; 

o Unemployment peaked at 9.6% in 2020; it’s expected to fall to 8% in 2021, 6.5% in 
2022, and 5.9% by 2025; and 

o Inflation is expected to remain in the low 2% per year range. 

Deficit and debt 
 

• The government expects the federal debt to exceed $1 trillion for this fiscal period. It 
doesn’t expect the debt to fall below this level, but instead to rise to more than $1.4 trillion 
by 2025-26. 

• The federal government is projecting a $354.2 billion deficit for 2020-21, but less for 
2021-22 with $154.7 billion; improving to $30.7 billion by 2025-26. The government 
maintains that the 2025-26 deficit will be only 1% of GDP. However, the accumulated debt 
throughout 2020-2026 is expected to remain in the 50% of GDP range. 

Spending and revenues 
 

• Total program spending will grow from $338.5 billion in 2019-20 to $614.5 billion for 
2020-21. 

• The government expects overall revenues to recover, from $334.1 billion in 2019-2020 to 
$437.7 billion in 2025-26. 

Non-quantified measures 
 
The Budget provides many programs supporting the government’s commitment to helping 
Canadians get through the end of the pandemic and build out the economy. We’ve summarized 
some of the major initiatives that we think you and Clients may be interested in. The Budget 
references initiatives from earlier budgets that the government has been working on. There are no 
new measures in the 2021 Budget regarding these initiatives: 
 

• Pharmacare. The Budget says it is moving forward on a national pharmacare program, 
without elaboration. It does not mention a single-payor system. 

• Pharmaceutical drugs. The Budget contains measures designed to provide for faster 
approval of drugs from other countries with trusted regulators. An example is the American 
Food and Drug Administration (FDA). These measures would make some drugs available 
faster, and require insurers to consider adding them to their formularies faster. 

• Pensions. Among other measures, the Budget referenced variable payment life annuities 
(VPLAs) and advanced life deferred annuities (ALDAs). But the Budget gave no details on 
whether, when, or in what form we may see these types of annuities in the future. 
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Changes to Old Age Security 
The Budget contained a proposed one-time $500 payment to all recipients of Old Age Security 
(OAS) who are age 75 and older, in August 2021, and to increase OAS payments by 10% per year 
to recipients over age 75, starting July 2022. 
 
 
Government response to the pandemic 

The pandemic is challenging Canadians in many ways. The federal Budget is directing funds and 
proposing measures to improve people’s lives. Here are some of the issues that have arisen during 
the pandemic, and the government’s proposed solutions: 

• Residents in long-term care homes suffered disproportionately high death rates as the virus 
spread. The Budget sets aside $17 million this year, rising to $639 million next year. Total 
spending from 2019-20 to 2025-26 will be $2.525 billion.  

• As vaccines became available, Canadians realized that this country lacks the means to 
produce them domestically. That makes us dependent on other countries to supply what 
we need. However, those countries are also struggling to address their own needs. Moving 
forward, the Budget also proposes increased investment in pandemic preparedness, from 
increased research to strengthening manufacturing. That increase will be almost $1 billion 
over the next five years. On these and other initiatives, Budget 2021 proposes to spend 
$1.229 billion this year. From 2019-20 to 2025-26 spending will total $9.658 billion. 

• The pandemic disrupted Canadians’ lives. More people suffered mental health problems. 
From 2019-20 to 2025-26 the government will spend $257 million to support mental 
health. 

 

BUSINESS INCOME TAX MEASURES 

Covid-19 Emergency Business Supports 

Budget 2021 proposes extending Covid-19 pandemic relief measures beyond June 5, 2021 to 
September 25, 2021. For those eligible entities whose revenues have declined by more than 10%, 
the Budget proposes to extend: 

• the base and top-up Canadian Emergency Wage Subsidy (CEWS) and Canadian Emergency 
Rent Subsidy (CERS). A gradual phase-out of subsidy rates begins on July 4, 2021; and 

• Lockdown Support payments at the current 25% rate, for entities that already qualify for 
the base CERS amount and must cease or significantly limit activities under a public health 
order. 
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Note that, for furloughed employees of employers whose active employees qualify for CEWS, 
Budget 2021 proposes a separate wage subsidy that extends until August 28, 2021. There is also a 
proposal to extend deemed eligibility for CERS, where an eligible entity purchases the assets of a 
seller who was eligible to receive the rent subsidy.  

Canada Recovery Hiring Program 

To help employers offset remuneration costs, Budget 2021 proposes allowing eligible employers to 
claim either the CEWS or a new hiring subsidy entitled the Canada Recovery Hiring Program 
(CRHP). This choice would be for claims between June 6, 2021 and November 20, 2021. Generally 
applicable to employers otherwise eligible for the CEWS, the CRHP would: 
 

• apply to not-for-profit entities and to for-profit Canadian-controlled private corporations 
(CCPCs); 

• require an eligible employer to have had a CRA payroll account on March 15, 2020; 
• apply to employees primarily employed (though not furloughed) in Canada through a 

qualifying period; and 
• require that CRHP applications be made no later than 180 days after the end of a qualifying 

period.  

Note that employees on vacation leave, sick leave or sabbatical would not be considered 
remunerated but not performing work (i.e. furloughed). They would therefore be eligible 
employees for applicability of the CHRP. 

 

Immediate Expensing of Eligible Capital Property 

Budget 2021 proposes temporary measures for “immediate expensing” of up to $1.5-milllion for 
the pre-2024 year in which the property becomes available for use. This is only for eligible capital 
property that a CCPC acquires on or after April 19, 2021, Briefly, the immediate expensing 
measures would:  

• also suspend the capital-cost-allowance (CCA) “half-year rule” for property eligible for the 
measures;  

• not be reduced to the extent that other enhanced CCA deductions are utilized. But the total 
CCA deduction for a property cannot exceed that property’s capital cost; 

• be shared among associated members of a group of CCPC’s; 
• be pro-rated for taxation years less than 365 days; and 
• not be eligible for carry-forward for CCPC’s with less than $1.5-million of eligible capital 

costs. 
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Note that there is a phase-out of these measures where property becomes available for use after 
2023 and before 2028. Additionally, these measures would only apply where the property was 
neither: 

• acquired by the taxpayer on a tax-deferred “rollover basis”; nor 
• previously owned by the taxpayer or a non-arm’s length person. 

As well, Budget 2021 provides for accelerated CCA treatment of an increased number of types of 
clean energy equipment.  

 

Mandatory Disclosure Rules 

Budget 2021 proposes that certain mandatory disclosures would be required from any taxpayer. 
They’d also be required from any compensated promoter or advisor and related party (unless 
solicitor-client privilege applies). There are also proposed penalty provisions for taxpayers, advisors, 
and promoters who fail to comply with the mandatory disclosures: 

• via prescribed form to the CRA within 45 days of entering or becoming contractually 
obligated to enter transactions that benefit a taxpayer; 

• for transactions of interest and/or found by the CRA to be abusive in nature (“notifiable 
transactions”), or for which the tax treatment would be accepted as being in accordance 
with tax law (“uncertain tax treatments”); 

• where a corporation is required to file a Canadian tax return for the taxation year, has at 
least $50-million in assets in its coinciding financial year, and for that year has audited IFRS 
or GAAP financial statements that reflect uncertainty over the acceptability of company’s 
tax treatments; and 

• that would prevent tax reassessment from becoming statute-barred for a year in that a 
taxpayer does not comply with the mandatory disclosure reporting requirements.     

The enhanced mandatory disclosures proposed in Budget 2021 are pursuant to the Base Erosion 
and Profit Shifting (BEPS) project in which Canada participates. They would be applicable to 
taxation years that begin after 2021. Stakeholders can send comments on forthcoming draft 
legislation and sample notifiable transactions, as well as the above proposals, to the Department of 
Finance via fin.taxdisclosure-divulgationfiscale.fin@canada.ca by September 3, 2021.    
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Anti-Avoidance Measures: Tax Debts 

Budget 2021 proposes several new anti-avoidance “deeming” measures. They would curtail and 
penalize planning that makes tax debt uncollectable by the CRA. These measures would cover 
transfers of property that occur on or after April 19, 2021. Briefly: 

• tax debt would be deemed to arise in the taxation year in which property is transferred to 
avoid payment of a future tax debt that would have arisen after the end of that taxation 
year; 

• a transferee and transferor would be deemed to be dealing not at arm’s length if it is 
reasonable to conclude that one or more transactions were specifically undertaken ensure 
the transfer between the parties did take place at arm’s length; 

• a penalty would be placed on planners and promoters of tax debt avoidance schemes, equal 
to the lesser of: 

o the planner or promoter’s compensation plus $100,000, or 
o 50% of the tax that the scheme attempts to avoid.   

 

Audit Authorities 

In response to recent Court rulings, Budget 2021 proposes amendments to expand CRA 
administration and enforcement powers. One specific proposal would require that people answer 
questions in any form that CRA officials require, including orally or in writing.  

PERSONAL INCOME TAX MEASURES 

Disability Tax Credit  

Effective for the 2021 taxation year, in respect of disability tax credit (DTC) certificates filed on or 
after Royal Assent, Budget 2021 proposed changes to the DTC eligibility criteria to: 

• expand the list of mental functions necessary for everyday life; 
• clarify the activities to be included in calculating time spent on therapy; and 
• reduce the requirement that therapy be administered at least three times each week, to 

two times each week. There is no change to the minimum 14 hours of weekly therapy 
requirement.   

Canada Workers Benefit 

Effective for 2021 and later years, Budget 2021 proposes to enhance the Canada Workers Benefit 
(CWB) by increasing: 
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• the phase-in rate for both families and single individuals without dependents to 27% (from 
26%) for working income in excess of $3,000; 

• the phase-out thresholds for single individuals without dependents to $22,944 (from 
$13,194) and to $32,244 (from $24,815) for individuals also eligible for the DTC; 

• the phase-out thresholds for families to $26,177 (from$17,522) and to $42,297 (from 
$37,548) for families also eligible for the DTC; and 

• the phase-out rate to 15% (from 12%) of adjusted net income in excess of the phase-out 
threshold (7.5 % per individual in a couple if each is also eligible for the DTC). 

Budget 2021 also introduces a “secondary earner exemption” to the CWB. The exemption is for 
people with an eligible spouse, and would allow the lower income earner to exclude up to $14,000 
of working income in calculation of the CWB phase-out.  

Establishing a Canada-Wide Early Learning and Childcare System 

The federal government will work with provincial, territorial, and Indigenous partners, over the 
next five years, to build a Canada-wide, community-based system of quality childcare.  

The federal funding would allow for: 

• A 50% reduction in average fees for regulated early learning and childcare in all provinces 
outside of Quebec. This reduction would be delivered before or by the end of 2022. 

• An average of $10 a day by 2025-26 for all regulated childcare spaces in Canada. 

Tax Treatment of COVID-19 Benefit Amounts 

Some people find that they have to repay COVID-19 benefits they were not entitled to. But they 
may already have reported those benefits as income on their 2020 tax returns. They will be able 
to deduct the repayment. But if their income in 2021 was lower than it was in 2020 their 
deduction may not fully offset the tax they paid on the benefit. Budget 2021 proposes to let them 
take the deduction for the year the benefit was paid. This option would be available for amounts 
repaid at any time before 2023 for: 

• Canada Emergency Response Benefits/Employment Insurance Emergency Response 
Benefits 

• Canada Emergency Student Benefits 
• Canada Recovery Benefits 
• Canada Recovery Sickness Benefits 
• Canada Recovery Caregiving Benefits 

Non-repaid COVID-19 benefit amounts will also be included in the taxable income of individual 
benefit recipients. It would affect those who reside in Canada but are considered non-resident 
persons for income tax purposes.  
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Taxes Applicable to Registered Investments 

Budget 2021 proposes that the tax imposed under Part X.2 of the Income Tax Act be pro-rated 
based on the proportion of shares or units of the registered investment that are held by investors 
that are themselves subject to the qualified investment rules. For example, if 

• a registered investment is registered for RRSPs, 
• 20% of its units are held by RRSPs, and  
• 80% of its units are held by individuals via their non-registered accounts, 

the monthly tax imposed under Part X.2 would now be 20% of 1% of the fair market value of a 
non-qualified investment at the time it was acquired.  

This measure would apply to taxes imposed under Part X.2 of the Income Tax Act in respect of 
months after 2020. However, the measure would also apply to taxpayers whose tax liability under 
Part X.2 in respect of months before 2021 has not been finally determined by the Canada Revenue 
Agency (CRA) as of April 19, 2021. 

Charities 

Budget 2021 proposes to limit opportunities for the abuse of charitable registration status for 
terrorist financing purposes, including: 

• allowing the Minister of National Revenue to immediately revoke the registration of a 
charity or other qualified donee, upon its listing as a terrorist entity under the Criminal 
Code;  

• expanding the definition of “ineligible individual” to include an individual who has certain 
connections to a listed terrorist entity, for the purpose of the Minister determining a 
charity’s ongoing registration status and authority to issue official donation receipts; and 

• allowing the Minister to suspend the authority of a registered charity to issue official 
donation receipts for one year, or revoke its registration, where a false statement 
amounting to culpable conduct wad made for the purpose of maintaining its registration.  

Budget 2021 also proposes to launch public consultations with charities over the coming months. 
They’d discuss potentially increasing the disbursement quota and updating the tools at the CRA’s 
disposal, beginning in 2022. This may result in increased support for the charitable sector and 
those that rely on its services by between $1 billion and $2 billion annually.  
 
Electronic delivery of CRA correspondence and information returns 
 
Budget 2021 enables the CRA to send certain notices of assessment electronically, without the 
taxpayer having to authorize the CRA to do so, for individuals who file their income tax returns 
electronically. 
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Issuers of T4A (Statement of Pension, Retirement, Annuity and Other Income) and T5 (Statement 
of Investment Income) information returns sent after 2021 will be permitted to provide them only 
electronically to a taxpayer, without their express authorization. 
 
Budget 2021 also proposes removal of the requirement for written signatures on the following 
prescribed authorization forms: 
 

• T183, Information Return for Electronic Filing of an Individual's Income Tax and Benefit 
Return; 

• T183CORP, Information Return for Corporations Filing Electronically; and 
• T2200, Declaration of Conditions of Employment. 

 

Tax on the unproductive use of housing in Canada by non-resident and foreign owners 

Budget 2021 announces the government's intention to implement an annual national tax of 1% on 
the value of residential real estate. 

This tax will apply to non-resident and non-Canadian owned residential real estate which is 
considered vacant or underutilized.   

Over the next few months, the government will release a consultation paper. It’ll give stakeholders 
an opportunity to comment on the parameters of the proposed tax. That discussion will include 
whether special rules should be established for small tourist and resort communities. 

This measure will apply from January 1, 2022. 

Eligibility conditions for the GST New Housing Rebate 

The GST New Housing Rebate allows home buyers to recover 36% of the GST paid on the purchase 
of a new home with a maximum price of $350,000. The maximum reimbursement is $6,300. The 
GST New Housing Rebate is gradually reduced for new housing priced between $350,000 and 
$450,000. There is no GST New Housing Rebate for homes priced at or above $450,000. 

In addition to the above price caps, several other conditions must be met in order for the buyer to 
be eligible for the GST New Housing Rebate. One of the current conditions specifies that: 

1. where two or more individuals buy a new home together, 
2. all must acquire it as their habitual residence or as the habitual residence of a loved one. 
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Budget 2021 proposes to change this condition. The GST New Housing Rebate would instead be 
available even if the new home is acquired to serve as the ordinary residence of only one of the 
buyers or a relative of one of the buyers. 

This measure would apply under a sales contract entered into after April 19, 2021. However, an 
exception would apply in the case of a homeowner-built housing rebate. Then the measure would 
apply when construction or major renovations to the house are largely completed after April 19, 
2021. 

Tax on select luxury goods     

Budget 2021 proposes to introduce a tax on the retail sale of new luxury cars, personal aircraft and 
boats with these thresholds. 

• New luxury cars priced over $100,000; 
• New personal aircraft priced over $100,000; and 
• New boats priced over $250,000. 

 
For vehicles, aircrafts and boats sold in Canada, the tax would apply at the point of sale if the final 
sale price paid by a consumer (excluding GST / HST or provincial sales tax) is greater than the price 
threshold of $100,000 or $250,000, as the case may be. Imports of vehicles, aircraft and boats would 
also be subject to the tax. 

For vehicles and aircrafts priced over $100,000, the amount of tax would be: 

• the lesser of 10% of the total value of the vehicle or aircraft, or 20% of the value over 
$100,000. 

 
For boats priced over $250,000, the amount of tax would be: 

• the lesser of 10% of the total value of the boat or 20% of the value over $250,000. 

For example, let’s assume that someone bought a car with a retail price of $150,000. 10% of the 
total value of the car is $15,000 and 20% of the value of the car over $100,000 is $10,000 (20% of 
$50,000). $10,000 is the “lesser of” value, so the luxury tax would be $10,000. The luxury tax is 
added to the $150,000 retail price, bringing the total price to $160,000. HST/GST is then calculated 
on this combined amount at 13%, for an additional $20,800 in tax. Combined tax is $30,800, or a 
bit over 20.5%. 

By calculating HST/GST on the luxury tax the measure requires you to calculate a tax on a tax, 
producing double taxation. 

This measure will apply from January 1, 2022. 
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For more information 
For more information on the 2021 federal Budget, visit http://budget.gc.ca/2021/home-accueil-
en.html. 
 
 
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. You should speak with a qualified professional, such as a financial 
advisor or tax specialist, and refer to the Budget as published by the Government of Canada for 
details before acting on any of the information. 
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