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Depending on your employment status, and by that, I mean whether 
you are an employee, or self-employed, the outlook of this budget 
is quite varied. There are some aspects I’m sure most would agree 
with, such as parental leave, enhancement of cybersecurity, as well 
as gender equality in the workspace. In addition to these items, 
there are aspects of healthcare, the environment and several other 
issues which seem positive, but it’s diffi  cult to tell at this point if the 
rate of spending will provide equal or greater rate of benefi t.

If you are a Canadian business owner in this country, your outlook may 
not be as rosy as it once was a few months ago, this is the area I’d like to 
focus on. What does this federal budget mean for more than one million 
business owners in this country? 

Tim Cestnick has been very outspoken over the last few months 
regarding this budget.  If you have watched the Business News Network 
(BNN) or read the newspaper in the last 10 years you may recognize 
his name.  Tim has been recognized as one of the country’s foremost 
experts on tax.  I asked Tim what his thoughts were on the impact of the 
budget for Canadian business owners and here were his impressions:

No doubt you’ve been following the battle between Finance Minister, 
Bill Morneau, and Canadian business owners. Last summer, on July 
18, Mr. Morneau and the Liberals announced tax reforms that were 
going to fundamentally change how business owners undertake 
their tax and estate planning and run their businesses. The proposals 
were perhaps the most signifi cant changes since the overhaul of our 
Income Tax Act in 1972. The fi nal version of the changes is still highly 
impactful. The Prime Minister called the proposals “tweaking” and 
that they were meant to stop the wealthy one-percent from taking 
advantage of the tax system at the expense of the middle class. The 
problem? Some of the changes will impact virtually every business 
owner, big or small, most of whom are middle-class Canadians.

It’s all been very frustrating. I decided to pull out our Canadian 
“Declaration of Taxpayer Rights” to remind myself of what we have a 
right to, as taxpayers. After all, it doesn’t seem that we have a right to 
much. Now, let’s be clear: the lofty-sounding Declaration of Taxpayer 
Rights should not be confused with our Charter rights as Canadians. 
It’s nothing of the sort. In fact, most of the rights are just benign 
platitudes such as, “you have a right to privacy and confi dentiality,” 
or “you have a right to service in both offi  cial languages.”

The fi rst right mentioned in the Declaration is worth noting: “you 
have the right to…pay no more…than what is required under the law.” 
This right embodies the “Westminster principle.” In 1936, a U.K. court 
decision, called Duke of Westminster, established a principle that “every 
man is entitled if he can to order his aff airs so that the tax attaching 
under the appropriate Acts is less than it otherwise would be.”

Just when you thought 
being a business owner 
in Canada couldn’t be 
more taxing…
A REFLECTION ON BUDGET 2018

B Y  T I M  C E S T N I C K  &  C O L I N  K E D D Y

It has been a little over a month since the announcement of the 
federal budget and it seems the spotlight has started to fade. I felt 
it was necessary to discuss this budget, as it has been one of the 
most anticipated and highly publicized budgets in the last 40 years. 

Tim Cestnick, FCPA, FCA, CPA(IL), CFP, TEP, is an author, co-founder, and 
CEO of Our Family Offi  ce Inc.  If you would like to contact Tim directly, 
you may email him at tim ourfamilyoffi  ce.ca.

Colin Keddy is a Registered 
Financial Consultant.  For direct 
answers on various fi nancial and 
tax planning solutions email him 
at ckeddy equitablefi nancial.ca.

It’s sounds good, doesn’t it? Here’s the problem:  the tax changes that business owners face now serve as a reminder that we have 
a right to pay the least amount of tax allowed under the law, until the government decides we don’t. If the government doesn’t like 
a tax strategy, it will simply shut it down. So much for the right to pay the least amount of tax. What we really need, in Canada, is a 
Charter of Taxpayer Rights. But I digress.

Perhaps the most signifi cant problem with the current tax proposals is that they are simply another couple of patches in a body of tax 
legislation that is looking like a patchwork quilt, making our tax system much more complex. The rules to thwart income sprinkling are 
complex enough to make your head spin and come with many uncertainties that will result in more court cases to bog-down an already-
burdened system. All of this was introduced and implemented in just over fi ve months. 

What is really needed is a longer look at our current tax system to simplify the law. Five months of ill-conceived tax proposals that 
will fundamentally change life for business owners is unacceptable. The last time we had meaningful tax reform was in 1972. The 
Carter Commission was established in 1962 to propose tax reform, there were fi ve years of discussion, and it was 10 years before 
changes were enacted. We need a careful examination of various areas of our tax law to make it simpler and fairer.

Our government needs to follow the lead of tax reform in the past and go slow to get it right. Start a legitimate consultation period and 
get the best ideas from economists, tax professionals, business owners, and Canadians at large.

I don’t know if it is my bias as a small business owner myself, but I do believe you really need to look at the facts and issues aff ecting 
Canadian business and question how it will aff ect current owners and impact the eff ect of tomorrow’s aspiring entrepreneurs.

THE GOOD THE BAD AND THE UNAVOIDABLE…
Conversations with the experts in the trenches

Whether or not there is a silver lining, Canadians and business people need to adapt to change and prepare for the future 
as best they can. I reached out to two local accountants to get their feedback on the budget and understanding of what 
impacts their clients and how to manage their expectations moving forward. 

Gavin Miranda, who is the regional tax leader for MNP LLP in Ottawa was on Parliament Hill for the advanced release 
of the budget. Gavin, who has been fi elding calls and concerns from clients over the last 10 or so months, also noted 
there is no silver bullet, fi x all solution but did say the December update to the proposals are better than the original. 
In conversation Gavin had this to say. “Some limited exemptions were provided from the income sprinkling rules.  
There is relief for persons who are over 65 years allowing them to split income with their spouse.  There is also a bright 
line test for those working more than 20 hours in a business and exemptions for persons who inherited their shares.” 

CK  In your opinion, what were small business owners most fearful 
would be included in the budget?

GM  Small business owners were most fearful about changes relating 
to earning passive investment income in a corporation.  Originally, 
the government proposed to increase the tax on investment income, 
sometimes resulting in an eff ective tax rate as high as 73%. It was 
welcome relief that the proposals were limited to reducing the ability 
to claim the small business tax rate if the business earned more than 
$50,000 in investment income, with the small business tax rate no 
longer being available if investment income exceeds $150,000.

Next, I spoke to Andrew Abraham 
who is not only an accountant, 
but a business owner himself 
and the son of Entrepreneurs. 
Equally as interesting, Andrew is 
running to become the Federal 
Conservative Candidate in the 
Ottawa West—Nepean riding 
for the Conservative Party of 
Canada. One of the priorities in 
Andrew’s platform is supporting 
small business. I asked Andrew 

as a business owner, accountant and 
politician why he felt the Liberals missed 
the mark and why?

AA  The Liberals started off  by calling 
small business owners tax cheats. Then 
with very little time and consultation, 
they came forward with proposed tax 
changes which would make it more diffi  cult to operate and succeed 
as an entrepreneur. We small business owners stood up against the 
Liberal agenda and refused to be taxed out of business.

CK  Where do we go from here and is there an opportunity for change 
in the future?

AA  Small business owners are the backbone of our economy. We need 
to support our small business owners and encourage entrepreneurship 
for those who want to start up their own business. This starts with having 
the right people elected in government. We then need to create bridges 
between government and our small business owners– not barriers.

Canada, no question is still the land of opportunity and considered one of 
the best places to live and operate a business in the world. We will do what 
business owners do in the country, adapt and move forward and prosper. 

Gavin Miranda

Andrew Abraham
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