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GGFL ONTARIO BUDGET COMMENTARY —MARCH 28, 2003

PERSONAL TAX MEASURES
Ontario Tax Reduction Program

The basic amount of the Ontario Tax
Reduction will be increased from $181 to
$197 plus an increase for inflation, effective
January 1, 2004. This provides additional
tax savings for lower-income individuals.

Surtax

The persona income tax surtax is payable
when Ontario income tax exceeds a certain
threshold. For 2004, this threshold is $4,727
plus an increase for inflation. The Budget
proposes to increase this threshold to
$5,240, effective Jaruary 1, 2005. This
increase in the surtax threshold effectively
exempts al individuas with taxable income
of less than $75,000 from the surtax.

Improved Tax Support for People with
Disabilities and for Family Caregivers

The Budget proposes the following
increased tax support, effective January 1,
2003, for people with disabilities and for
family caregivers.

The Budget proposes to increase the
underlying amount for the disability credit

from $6,316 to $6,637. In addition, the
underlying amounts for tre caregiver credit,

DFIC

the infirm dependant credit and the disability
credit supplement for children with severe
disabilities are being increased from $3,684
to $6,637.

The caregiver credit and the infirm
dependant credit are being expanded to
include spouses or commonlaw partners
who are dependent by reason of a mental or
physical infirmity. In addition, more
support is being given to caregivers living
apart from dependant relatives.

The Budget proposes to increase to $13,050
the income threshold at which the caregiver
and infirm dependant credits are impacted.

In addition, the income level at which these
credits are eliminated has been increased to
$19,687. Under the current legidation, the
caregiver credit is diminated when the
dependant’ sincome reaches $16,290 and the
infirm dependant credit is reduced to zero
for dependants with incomes of $8,922 or
more.

Equity in Education Tax Credit

The 2001 Budget introduced a tax credit for
parents who send their children to
independent schools.  Although the 2002
Budget proposed some dday in the
implementation schedule, this Budget
proposes to restore the implementation
schedule origindly proposed in the 2001
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Budget. Consequently, the tax credit rates
will be as follows. 20% for 2003, 30% for

2004, 40% for 2005 and 50% for 2006 and
subsequent taxation years.

Ontario Child Care Supplement for
Working Families

The $20,000 net income threshold at which
this supplement begins to be reduced will be
raised to $20,750 commencing with the July
2003 payment.

Property Tax Relief For Seniors

Effective July 1, 2003 seniors who rent or
own their home are digible for a credit to
reimburse them for the residential education
property taxes that they pay. Seniorswill be
required to file an application for the
rekmbursement. The refund will be paid in
2004. This reimbursement is expected to
save seniors an average of $475 annually.

CORPORATE TAX MEASURES
Income Tax

This Budget has not changed corporate
income tax rates or thresholds from last
year.

The tax rates outlined in the previous
Budgets are as follows:

Small General Rate for
Business  Corporate M&P, Mining

Tax Rater  Tax Rate Logging, etc.
Current 55% 125% 11.0%
Janl, 5.0% 11.0% 10.0%
2004
Jan 1, 4.0% 9.5% 9.0%
2005
Janl, 4.0% 8.0% 8.0%
2006
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* Thethreshold is currently $320,000, and will increase to
$360,000 on January 1, 2004 and to $400,000 on January
1, 2005, as previousy announced.

Capital Tax

This Budget follows the federd
government’s lead in eliminating capital tax
by 2008. Effective January 1, 2004, the
Ontario capital tax rate for all corporations
will be reduced by 10% to $2,700 on $1
million of taxable capital.

Other Measures

The Budget proposes to introduce a new
Apprenticeship Tax Credit.
Corporations  and unincorporated
businesses in Ontario will be eigible for
a 10% refundable tax credit for digible
expenditures after March 27, 2003
related to hiring apprentices in a
quaifying skilled trade. The credit
would be 15% for businesses with total
payroll costs not exceeding $400,000.
The maximum available credit is $250
per month, per apprentice, to a
maximum of $6,000 over a 24- month
period.

The Budget proposes to enhance the
Ontario Film and Televison Tax Credit
(OFTTC). Currently, the OFTTC is a
20% refundable tax credit granted to
Ontario-based, Canadiancontrolled
production companies producing eligible
productions. The base for the OFTTC is
Ontario labour expenditures, less the
amount of equity investments by
government agencies. Effective for
productiors commencing  principal
photography after March 27, 2003, the
tax credit base will not be reduced by
government investment.
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The existing Ontario Business-Research
Institute Tax Credit is a 20% refundable
credit on quaifying research and
devdopment (R&D)  expenditures
incurred by an Eligible Research
Ingtitute (ERI) under a research contract
funded by the corporation claiming the
credit.

The credit is currently not available
where the corporation and the ERI are
connected. The legidation will be
clarified to ensure that expenditures only
for the period during which the two
entities are connected are ingligible for
the credit. The existing requirement that
the corporation and the ERI not be
connected a any time in the 24 months
preceding the R&D contract is
eliminated. Both these changes are
retroactive to expenditures incurred after
May 6, 1997, the date the credit was
introduced.

Subcontracting of R&D by ERIs will
now not eiminate credit digibility,
provided that the subcontracted work is
under the control of the ERI and
represents 10% or less of the totd
contract expenditures. This measure is
effective for subcontracts entered into
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Enf orcement M easures

The Ministry of Finance will be taking
aggressive action to ensure that al
corporations file tax returns or Exempt
from Filing Declarations. By April 30,
2003, notices will be issued to all
corporations in default of filing,
requiring immediate filing of returns.
Falure to do s0 may result in the
corporation’s dissolution and
prosecution of the directors of the
corporation  for fallure to file
Additiondly, late filing penalties of up
to 17% of the tax owing, increasing to
50% for repeat late filers, will be

imposed.

To enforce collection of taxes owing,
amendments to the Ontario Business
Corporations Act will be proposed to
allow for the dissolution of a corporation
and the withholding of clearance
certificates for revivas, transfer of assets
or dissolutions where tax debts are owed
under any of the Employer Health Tax
Act, Retail Sales Tax Act, Land Transfer
Tax Act, Fue Tax Act, Gasoline Tax
Act, or Tobacco Tax Act.

after March 27, 2003. PROPERTY AND LAND TRANSFER
TAXES

The exigting Ontario Book Publishing
Tax Credit is a 30% refundable credit
avallable on expenditures for literary
works by firg-time Canadian authors.
This credit is amended, effective January
1, 2002, to ensure that, after a corporate
reorganization,  credit bases  of
predecessor corporations are preserved
iN successor corporations.

Property Taxes

Initiatives were announced that are
intended to streamline the administration

and enhance the fairness and flexibility
of the property tax system.
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Land Transfer Taxes

Certain life leases, which are a form of
housing for seniors whereby the owner
of a life lease has the exclusive right to
occupy a residential dwelling for life,
would be exempt from Land Transfer
Tax.

Transfers of farmland between family
members would be exempt from Land
Transfer Tax for quaifying transfers
made after March 27, 2003.

RETAIL SALESTAX

Retail Sales Tax Rebate for Renewable
Energy Systems

The existing retail saes tax rebate for solar
energy systems is now being expanded to
include wind energy systems, micro-
hydroelectric systems and geothermal
heating/cooling systems for residential
premises. This expanded exemption is
avallable for purchases made after March
27, 2003 and before November 26, 2007.

Rebate for Alternative Fud Vehicles

For qudifying daternative fuel vehicles
delivered to purchasers after March 27,
2003, the retal sales tax rebate has been
doubled to a maximum of $2,000 per
vehicle. The maximum rebate for propane
vehicles remains a $750.

Expanson of Rebate for
Investment by Charities

Capital

The retall sdes tax rebate program on
capital investment by qualifying religious,
benevolent and charitable organizations is
being expanded to cover construction of
facilities which will be leased on along term
basis immediately upon completion.
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To qudify the building must be: transferred
to the charity immediately following
substantial completion, the lease must have
aterm of a least 20 years, and the charity
must have the right to acquire the building
for nil or nominal consideration at the end of
the lease. The new rules apply to contracts
entered into after March 27, 2003.
Trangtiona rules will provide for partia
rebates for contracts entered into before
March 27, 2003.

Retail Sales Tax Waiver

To achieve consstency with the
Corporations Tax Act and Employer Health
Tax Act, the Retall Sades Tax will be
amended to provide authority for the
Minister of Finance to seek a waiver from
taxpayers where the period for taxes owing
is aout to become statute-barred. This will
dlow taxpayers time to gather additional
information to support their position without
the concern that an estimated assessment
would be issued.

OTHER MEASURES
Labour Sponsored | nvestment Funds

Labour Sponsored Investment Funds are a
sgnificant source of venture capital for
many smal public companies that are
unable to access capital in today’s narket
environment. In order to improve access to
capital for these businesses, the following
changes are proposed:

Redrictions on  invesments  in
companies listed on a stock exchange
would be relaxed to permit these funds
to invest up to 25% of their investments
in listed companies, rather than 15%.
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The definition of a smal business would
be changed to increase the maximum
asset size of an eligible small businessto
$6 million.

Because the federal Labour Sponsored
Investment Funds program pardlels that
of Ontario, the province will approach
the federal government to undertake
joint action to increase permissible
investment limits to $18 million in
businesses with up to $60 million of
assets.

Community Small Business Investment
FundsAct

The Community Small Business Investment
Funds program was introduced in 1997 to
promote greater access to capital for
growing businesses with $1 million or less
in assets and has become an important
source of capita for universties and
hospitals that are commercializng research.
The following changes have been proposed
to facilitate the establishment of additional
Community Small Business Investment
Funds.

The current deadline of December 31,
2003 for the registration of a fund would

be extended to December 31, 2004.

The requirement for a fund to obtain
investment from a financial institution or
Labour Sponsored Investment Fund
prior to registration would be removed.
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The investment incentive available to
individuals and corporations would be
increased from a maximum of 15% to
30%. Haf of this maximum incentive
would be avalable at the time of an
investment in a fund, and the other haf
when the fund invests in a smdl
business.

Improving Taxpayer Information

The Budget announced the implementation
of Service Commitments and Standards for
Tax Administration, which include seven
commitments to taxpayers and 18 standards
that will be measured and reported upon
annually. These standards and commitments
are intended to hold the government and its
employees accountable for the quality of
service provided to taxpayers, and to help
ensure that tax laws are administered with

courtesy and fairness.

Further, the Ministry of Finance will send
taxpayers with annua payrolls between
$300,000 and $400,000 information
packages reminding them of their potential
obligation to pay Employer Health Tax.

Microbreweries

To encourage growth and development of
Ontario's microbrewery sector, the fees
levied by the Alcohol and Gaming
Commission of Ontario will be reduced
effective May 26, 2003.

THE INFORMATION PROVIDED IN THISPUBLICATION ISINTENDED FOR GENERAL PURPOSESONLY. CARE HASBEEN TAKEN TO ENSURE THE INFORMATION
HEREIN ISACCURATE, HOWEVER, NO REPRESENTATION ISMADE ASTO THE ACCURACY THEREOF. THE INFORMATION SHOULD
NOT BE RELIED UPON TO REPLACE SPECIFIC PROFESSIONAL ADVICE.
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