
 

On April 27, 2017, the Honourable Charles Sousa presented his sixth budget as 

Minister of Finance. With a growing economy, the Ontario Liberal government 

was able to produce its first balanced budget in a decade.  

If the economy continues to grow, there is potential for revenues to soon 

exceed expenditures, giving the government the opportunity to reduce taxes or 

government debt. However, with a provincial election just over a year away, 

the government is focused on increasing spending that may result in a return to 

deficits and increasing debts. 

The government is increasing health care spending by $11.5 billion over three 

years, including the new Children and Youth Pharmacare Program, which will 

provide free drug coverage for Ontarians 24 years of age and under. New 

spending was also announced for child care spaces, new schools, and 

infrastructure.  

In addition, the province announced a policy, legislative and administrative 

review of all taxes with the intention of strengthening the integrity of the tax 

system. The province will work closely with the federal government on its 

review of tax planning strategies involving private corporations as announced in 

the 2017 federal budget. There may be significant impact on Canadians who 

leverage these tax planning strategies. The government will issue a report at a 

later date regarding this review, at which time BDO will provide further 

insights on its implications. 

The deficit anticipated for 2016-17 is $1.5 billion, down from the $4.3 billion 

forecast last year, due mainly to the fact that revenues are up by $2.6 billion 

over what was originally forecast. Balanced budgets are forecast for 2017-18 

and for the two years that follow. The forecasts assume a 2.0% growth in the 

real GDP in the Ontario economy over the 2017-20 period, something that the 

province stated is slightly below private sector forecasts. 

The budget contains no new taxes or changes to tax rates. Measures were 

introduced to prevent the multiplication of the Employer Health Tax 

exemption. Also, multijurisdictional tax filers will see their Ontario tax 

increase with changes to the calculation of the provincial surtax and the 

Ontario Tax Reduction. 

The following is a summary of the more important items of interest to our 

clients. 

HIGHLIGHTS 

 Deficit of $1.5 billion now 

forecast for 2016-17 

 Balanced budget for 2017-18;  

balanced budget maintained for 

2018-19 and 2019-20 

 Increased spending in health care 

and infrastructure 

 Tax system review announced 
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Ontario Budget Projections 

(in billions $) 

 

Original Forecast 

2016/2017 

Revised Forecast 

2016/2017 

Projected 

2017/2018 

Revenue                    130.6 133.2 141.7 

Program Expense  (122.1) (123.5) (129.5) 

Interest on Debt (11.8) (11.2) (11.6) 

Reserve (1.0) (0.0) (0.6) 

Deficit (4.3) (1.5) (0.0) 

 

PERSONAL TAX MEASURES 

Ontario Seniors’ Public Transit Tax Credit 

The budget confirms that the government is introducing a new Seniors’ Public Transit Tax Credit for all 

Ontarians aged 65 and older. The credit will be refundable at the rate of 15%. It will apply to eligible public 

transit costs as of July 1, 2017, and will therefore be available to claim on 2017 personal tax returns. Further 

details about eligibility for the credit are expected to be announced before the July 1st implementation date. 

Paralleling Federal Personal Income Tax Measures 

The budget proposes the following changes to parallel personal income tax changes announced in the 2017 

federal budget: 

Consolidating Tax Credits for Caregivers — The federal government proposed to simplify its existing system 

of non-refundable personal income tax credits for caregivers by replacing the infirm dependant, caregiver and 

family caregiver tax credits with a new consolidated Canada Caregiver Credit, beginning in the 2017 taxation 

year. Existing Ontario rules parallel the federal caregiver and infirm dependant tax credits. In order to simplify 

and enhance access to tax relief for caregivers, the budget proposes that the Ontario caregiver and infirm 

dependant tax credits will be replaced with a new Ontario Caregiver Tax Credit (OCTC).  

The new non-refundable OCTC will apply at a rate of 5.05% and will be available in respect of relatives who are 

infirm dependants, including adult children of the claimant or of the claimant’s spouse or common-law 

partner. For the 2017 taxation year, the maximum amount of taxable income for which this credit is available 

is $4,794, and the credit will begin phasing out when the dependant’s net income exceeds $16,401. Note that 

dependants would not be required to live with the caregiver claiming the OCTC. However, similar to the new 

federal credit, the OCTC will not be available in respect of non-infirm senior parents or grandparents who 

reside with their adult children or grandchildren.  

Medical Expense Tax Credit and Fertility-Related Expenses — The federal government proposed to clarify 

that fertility related costs incurred by an individual who requires medical intervention to conceive a child, 

even where treatment is not on account of medical infertility, will be eligible for the federal Medical Expense 

Tax Credit, effective for 2017 and subsequent taxation years. Ontario’s Medical Expense Tax Credit is available 

for the same expenses as the federal credit; therefore, once passed at the federal level, this change will apply 

for Ontario tax purposes as well. 

Multijurisdictional Tax Filers 

Currently, there are inconsistencies in the calculation of provincial surtax and the Ontario Tax Reduction (OTR) 

between multijurisdictional filers and other filers. Multijurisdictional filers include Ontario residents who pay 
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tax to another province and non-residents of Ontario who pay tax to Ontario. Under existing rules, the amount 

of surtax and OTR for multijurisdictional filers does not properly reflect their total income. Therefore, 

amendments are proposed to the calculations of each as they apply to multijurisdictional filers.  

Under proposed changes, the surtax would be calculated based on the total amount of Ontario tax on taxable 

income. The total amount of tax payable, including the surtax, would then be prorated based on the 

percentage of income allocated to Ontario. As well, the OTR amounts would be prorated based on the 

percentage of income allocated to the province. These changes will be effective for taxation years ending after 

December 31, 2016. 

BUSINESS TAX MEASURES 

Ontario Small Business Limit 

In 2016, the federal government introduced rules to prevent the multiplication of the small business deduction 

through certain partnership and corporate structures. These rules are very complex and include the ability of 

certain persons to assign their small business limit to eligible corporations where certain conditions are met. 

The Ontario government will parallel certain related federal changes. This will impact the Ontario business 

limit where a company has assigned any portion of its business limit to another company under certain 

circumstances.  

Ontario Computer Animation and Special Effects Tax Credit 

As announced on January 11, 2017, a legislative amendment will be made to list excluded productions directly 

in the legislation as they apply for the Ontario Computer Animation and Special Effects Tax Credit. This will 

help maintain the long-standing treatment of talk shows as ineligible for the provincial film and television tax 

credits. 

OTHER MEASURES 

Tax System Review 

In the budget, the government announced that it will conduct a policy, legislative and administrative review of 

all taxes, including those shared with the federal government. The purpose of the review is to identify and 

eliminate loopholes, further strengthen administration of existing tax laws and enhance partnerships with other 

government entities, such as the Canada Revenue Agency. A review of revenues from government business 

enterprises will also be undertaken. 

This budget also highlighted the federal government’s 2017 budget announcement that the federal government 

will be undertaking a review of tax planning strategies involving private corporations that inappropriately 

reduce personal taxes on high-income earners. To bolster this announcement, the Ontario government has 

indicated that it will be devoting additional expert resources to identify and address tax loopholes and 

sophisticated tax planning schemes, and that it will work closely with the federal government to protect the 

common tax base and eliminate unfair tax advantages. 

Employer Health Tax 

Measures under the Employer Health Tax Act incorporate the association rules from the federal Income Tax Act 

(ITA) in order to address tax avoidance structures. As a result, a group of associated entities is required to 

share the Employer Health Tax (EHT) exemption.  

The 2016 federal budget introduced new anti-avoidance measures aimed at preventing multiplication of the 

small business deduction through certain complex structures. The Ontario government has proposed to parallel 

one of these measures by eliminating the EHT exemption for any employer that is a designated member of a 
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partnership, as defined in the ITA. This change would be effective on a prescribed date no earlier than  

January 1, 2018 to provide the opportunity for feedback and consultation. 

To further ensure EHT relief is targeted to smaller employers, the government also announced that it will 

review other methods and structures that some employers may use in an effort to avoid paying EHT. The public 

will be given the opportunity to provide feedback on any future changes that may arise as a result of the 

review. 

Tobacco Tax 

In order to bring Ontario’s tobacco tax rates closer to the national average, rates will be increasing by $10 per 

carton of 200 cigarettes over three years. This approach will replace the inflation-based tax increases 

announced in the 2016 budget.  

These changes will start with an increase to tobacco tax rates from 15.475 cents to 16.475 cents per 

cigarette or gram of tobacco products other than cigars effective April 28, 2017. In 2018 and 2019, tobacco 

taxes will be increased by an additional 2 cents per cigarette or gram of tobacco each year. 

Wholesalers of tobacco products that are not collectors of tobacco tax are required to take an inventory of all 

tobacco products (except cigars) that they hold at the end of day, April 27, 2017, and remit the additional tax 

on the inventory to the Ministry of Finance. 

Renewable Biodiesel in the Coloured Fuel Market 

To support renewable fuels, changes will be made to allow biodiesel to be more widely available as part of 

Ontario’s tax-exempt coloured fuel program. Changes to the Fuel Tax Act have been proposed that will add a 

new category of registered dyers who will be permitted to dye biodiesel that has not been blended, mixed or 

combined with any other type or grade of fuel. This new category of registered dyers would be exempt from 

the fuel transportation requirements currently imposed on all registered dyers, allowing more companies to 

offer coloured biodiesel products. 

Hotel Tax 

The budget proposes to amend the City of Toronto Act, 2006 (COTA) to allow the City to levy a tax on transient 

accommodation (hotel tax). In addition to this change, the authority to levy a hotel tax would also be extended 

to single-tier and lower-tier municipalities through proposed amendments to the Municipal Act, 2001. 

Municipalities that have an existing Destination Marketing Fee (DMF) program in place will be required to share 

their hotel tax revenue with the appropriate not-for-profit tourism organization in an amount that matches the 

total revenue generated by the existing DMF program. For municipalities that do not have a DMF program in 

place, they will be required to share at least 50% of their hotel tax revenue with the respective Regional 

Tourism Organization or a not-for-profit tourism organization.  

Property Tax  

Railway Right-of-Way Property Taxation — The government initiated a review of the property taxation of 

railway rights-of-way in response to municipal requests. Based on the review and consultations with 

stakeholders, the government has proposed measures to address three key issues. Beginning in 2017, property 

tax rates on railway rights-of-way will be updated to reflect the average annual percentage change in taxes on 

commercial properties. The government will begin to address rate inequities by adjusting the lowest property 

tax rates on railway rights-of-way to a minimum of $80 per acre in 2017. Lastly, Ontario will also take into 

account challenges faced by shortline railways when setting rates. For 2018 and future years, the government 

will continue to adjust rates to address these key issues.  

Small-Scale Agri-Food Business on Farms — A review has been undertaken on the property tax treatment of 

small-scale agricultural processing and commercial activities on farms. This has led the government to 
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introduce a legislative framework that would provide municipalities with flexibility to reduce property tax 

rates for eligible small-scale value-added and commercial activities on farms. Under proposed changes, a 

portion of the assessment attributable to the value-added processing or commercial activity would be eligible 

to be taxed by the municipality at a reduced rate. 

Provincial Land Tax Reform — Building on changes announced in the prior two years, legislative amendments 

will be introduced to further support increased equity in taxation and in how services are paid for in the north. 

Land Transfer Tax  

Amendments will be made to the Land Transfer Tax Act to restrict the ability of qualifying purchasers to claim 

their spouse’s interest for the first-time homebuyers refund if the spouse is not a Canadian citizen or 

permanent resident of Canada. A provision will also be introduced to deem the amount of a refund or rebate 

wrongly obtained to be tax payable on the date the refund or rebate was paid on taxpayer. 

Ontario’s 15% Residential Property Transfer Tax on Foreign Buyers 

On April 20, 2017, the Ontario government introduced the controversial “Ontario’s Fair Housing Plan” (the 

Plan) which they contend is a “comprehensive package of measures to help more people find affordable 

homes.” The Plan introduces measures that will have a significant impact to the Ontario residential real estate 

market and includes 16 measures that are intended to be actions to address the demand for housing, protect 

renters, increase housing supply, protect homebuyers and increase information sharing. For more information, 

see our Tax Alert- Ontario Introduces 15% Residential Property Transfer Tax on Foreign Buyers. 

  

https://www.bdo.ca/en-ca/insights/tax/tax-alerts/ontario-introduces-15-residential-property-transfer-tax-on-foreign-buyers/
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HOW ONTARIO COMPARES 

The following chart compares top personal and corporate tax rates and sales taxes for all provinces and 

territories, as announced to April 27, 2017.  

 

Top 2017 
Personal Rates 

% 

2017 Corporate Rates  

 
General 

% 

M&P 

% 
Small Business 

% 

2017 Provincial 
Sales Tax 

% 

B.C. 47.70 26.00 26.00    12.50(2) 7.00 

Alta. 48.00 27.00 27.00 12.50 - 

Sask. 47.75    27.00(1)   25.00(1) 12.50    6.00(7) 

Man. 50.40 27.00 27.00 10.50 8.00 

Ont. 53.53 26.50 25.00 15.00    8.00(8) 

Qué. 53.31 26.80 26.80    18.50(3)     9.975(9) 

N.B. 53.30 29.00 29.00    13.50(4)   10.00(8) 

N.S. 54.00 31.00 31.00 13.50   10.00(8) 

P.E.I. 51.37 31.00 31.00 15.00   10.00(8)  

N.L. 51.30 30.00 30.00 13.50   10.00(8) 

Yukon(5) 48.00 30.00 17.50    13.50(6) - 

N.W.T. 47.05 26.50 26.50 14.50 - 

Nunavut 44.50 27.00 27.00 14.50 - 

 

(1) The general business tax rate will decrease to 26.5% and the M&P tax rate will decrease to 24.5% 

effective July 1, 2017. 

(2) The small business tax rate decreased from 13% effective April 1, 2017. 

(3) Québec provides a rate reduction from the small business rate for eligible manufacturing small and 

medium-sized enterprises (SMEs). Where certain conditions are met, the maximum reduction available is 

4%, for a combined rate of 14.5%. Note that a lesser reduction from the small business rate may be 

available to certain manufacturing SMEs where some, but not all conditions are met. 

(4) The small business tax rate decreased from 14% effective April 1, 2017. 

(5) Rates do not reflect changes in tax rates announced April 27, 2017. 

(6)  The tax rate for M&P profits eligible for the small business deduction is 12%. 

(7) The PST increased from 5% effective March 23, 2017. 

(8) As part of the HST (combined rates are 15% in New Brunswick, Nova Scotia, Prince Edward Island and 

Newfoundland & Labrador and 13% in Ontario). 

(9) The QST system is harmonized with the GST, though two separate tax systems remain — the GST and the 

amended QST. The combined rate is 14.975%. 

 

  

  



ONTARIO BUDGET REPORT | 7 

The information in this publication is current as of April 27, 2017. 

This publication has been carefully prepared, but it has been written in general terms and should be seen as broad guidance only. The 
publication cannot be relied upon to cover specific situations and you should not act, or refrain from acting, upon the information 
contained therein without obtaining specific professional advice. Please contact BDO Canada LLP to discuss these matters in the context of 
your particular circumstances. BDO Canada LLP, its partners, employees and agents do not accept or assume any liability or duty of care 
for any loss arising from any action taken or not taken by anyone in reliance on the information in this publication or for any decision based 
on it. 

BDO Canada LLP, a Canadian limited liability partnership, is a member of BDO International Limited, a UK company limited by guarantee, 
and forms part of the international BDO network of independent member firms. BDO is the brand name for the BDO network and for each 
of the BDO Member Firms. 

 

For further information, contact your BDO Tax Advisor or one of our BDO Canada Tax Leaders: 

 

Dave Walsh 
Canadian Tax Service Line Leader 

dwalsh@bdo.ca 

 

John Wonfor 
National Tax Office 

jwonfor@bdo.ca 

 

Rachel Gervais 

GTA Tax Service Line Leader 

rgervaise@bdo.ca 

 

Peter Routly 
Central Canada Tax Service Line Leader 

proutly@bdo.ca 

 

Shelley Smith 
Eastern Canada Tax Service Line Leader 

ssmith@bdo.ca 
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