VOTE FOR TAX FAIRNESS

CLOSE TAX LOOPHOLES

September 2019

They’re expensive, ineffective
and unfair. Closing Canada’s
regressive tax loopholes
should be the top priority for
tax reform, to restore tax
fairness and generate
additional revenues.
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Here’s our list of the five most regressive

and ineffective tax loopholes. Eliminating

or reducing these would save the federal

government over $16 billion annually.

STOCK OPTION
DEDUCTION:

How it works: Corporate exec-
utives are paid millions in
stock options each year but
they only pay tax at half the
rate than the rest of us. This
loophole encourages stock
buybacks, increasing execu-
tives’ compensation instead
of investing in the economy
and creating jobs.

Who benefits? Meet Canada’s
most regressive loophole —
over 90% of the benefits go-
ing to the top 1%.

Recommendation: The 2019
budget announced plans to
limit the use of this loophole
for executives of large, ma-
ture companies.

That would still leave a lot of
holes, not affect any company
not considered “mature” and
allow each at least $200,000
in low taxed options each
year. The government should
move to completely eliminate

this unfair tax break. Compa-
nies can still provide employ-
ees with stock options, but
they shouldn’t be provided
with lower, preferential tax
rates. Annual savings S700M

BUSINESS MEALS AND
ENTERTAINMENT EXPENSE:
How it works: Businesses can
deduct half the cost of private
boxes and tickets to sports
events, concerts, all manner
of restaurant meals and
drinks, entertaining business
partners and clients at night
clubs, cruises, vacations and
much more.

Recommendation: Close this
costly loophole that can lead
to all sorts of unsavory deal-
ings. Even US President Don-
ald Trump last year brought in
tougher rules for their busi-
ness entertainment expense
deduction. Annual savings
S500M
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CORPORATE DIVIDEND TAX
CREDIT:

How it works: This $5 billion
tax break provides a credit to
those receiving corporate divi-
dends. It’s supposed to com-
pensate shareholders for the
corporate taxes that business-
es pay, but many don’t pay
any corporate income taxes
and most pay tax at a lower
rate than the dividend tax
credit provides shareholders
for.

Who benefits?

Over 90% of its value goes to
the top 10% and almost half to
the top 1%. More than two-
thirds goes to men, with less
than a third paying out to
women.

Recommendation: Reduce the
credit to the tax rate actually
paid by corporations. Annual
savings S1 billion +

CAPITAL GAINS:

How it works: You pay taxes
on every dollar of income
from wages but when an indi-
vidual or a business makes
money from selling invest-
ments, they pay taxes on only
half the amount they gain.

Recommendation: This tax

break should be eliminated so
income from investments are
taxed at the same rate as reg-
ular income. However, the tax

rate could be adjusted for
inflation so those who hold
investments, or family
cottages or cabin, for many
years don’t pay tax on the
inflation.

Eliminating this tax break will
help to reduce speculation
including real estate specula-
tion that is driving up the cost
of housing. The total cost of
this tax loophole for individu-
als and business adds up to
$17 billion, but including an
adjustment for inflation would
reduce the revenues. Annual
savings: 513.6 billion

CAP TFSAs:

How it works: Putting money
into a Tax Free Savings Ac-
count allows individuals who
can afford them to completely
avoid paying tax on any gains
they make. This tax break
mostly benefits those with
high incomes who have al-
ready maxed out their RRSPs
and pensions. The cost to gov-
ernments will keep on esca-
lating if they aren’t contained.

Recommendation: The federal
government should cap the
total lifetime limit per individ-
ual for contributions to TFSAs
at the current level of
$63,500. Annual savings $200
million to start but rising con-
siderably in future years.

TOTAL SAVINGS/REVENUE:
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TAKE ACTION NOW

Please ask your local candidates what they
plan to do to get rid of unfair tax breaks and
make the tax system fairer. Also send a
message to federal party leaders to tell them
to finally close these regressive tax loopholes.

Our Platform for Tax Fairness provides a
comprehensive set of policy
recommendations to make our tax system
fairer, reduce inequality and generate
revenues for public services. With weeks to go
before the 2019 election, we are counting
down the top 5 tax fairness measures —as
voted on by our supporters— that federal
parties should focus on this election.
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