BUDGET 2019
Today at 4pm, Finance Minister Bill Morneau tabled the 2019 Federal Budget – his last before
the fall federal election. The Hotel Association of Canada (HAC) was invited to the stakeholders’
Budget Lock-Up prior to its official release. During this closed session, HAC had the opportunity
to review advance copies of the Budget documents and meet with senior Finance officials to
discuss the details.
As projected, with re-election hopes front and centre, this budget had a strong focus on
individuals, particularly millennials and baby boomers – two significant segments who will
undoubtedly play a key role in shaping the results of the election campaign.
Among several overarching measures of interest to the hotel sector, including key tourism
announcements, Budget 2019 features a welcoming commitment to address tax noncompliance associated with the digital economy. In a one-on-one discussion, Finance officials
confirmed that this measure will include a focus on those who rent through short-term rental
platforms like Airbnb. HAC has long-advocated for measures to target tax fairness and tax
avoidance, to help address existing inequities currently enjoyed by foreign digital players, and
is pleased to see this positive step in the right direction. HAC looks forward to continuing to
work with Government on this initiative in the coming weeks.
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BUDGET 2019

KEY HIGHLIGHTS
•

To further combat tax evasion and aggressive tax avoidance, Budget 2019 proposes to
invest an additional $150.8 million over five years, starting in 2019–20. This investment
will allow the Canada Revenue Agency (CRA) to fund new initiatives and extend
existing programs, including:
o
o
o

Hiring additional auditors, conducting outreach and building technical
expertise to target non-compliance associated with cryptocurrency transactions
and the digital economy.
Creating a new data quality examination team to ensure proper withholding,
remitting and reporting of income earned by non-residents.
Extending programs aimed at combatting offshore non-compliance.

Budget 2019 accounts for the expected revenue impact from these targeted
compliance initiatives, of $369.0 million over five years. These amounts do not reflect
the gain that will be realized by provinces and territories, whose tax revenues will also
increase as a result of these initiatives.
•

To help the CRA stay ahead of non-compliance schemes driven by the use of new,
advanced technologies, Budget 2019 also proposes to invest $65.8 million over five
years to improve the CRA’s information technology systems, including replacing legacy
systems, so that the infrastructure used to fight tax evasion and aggressive tax
avoidance continues to evolve.

•

Recognizing the importance of tourism to Canada’s overall economy, the Government
is developing a new Federal Strategy on Jobs and the Visitor Economy. To help
Canada’s tourism sector innovate and grow, Budget 2019 proposes to provide $58.5
million over two years, starting in 2019–20, to the Regional Development Agencies for
the creation of a Canadian Experiences Fund. The Fund would support Canadian
businesses and organizations seeking to create, improve or expand tourism-related
infrastructure—such as accommodations or local attractions—or new tourism products
or experiences. These pan-Canadian investments would focus on five categories:
tourism in rural and remote communities, Indigenous tourism, winter tourism,
inclusiveness, specifically for the LGBTQ2 community, and farm-to-table tourism, which
is also known as culinary tourism.

•

In addition, Budget 2019 proposes to provide $5 million to Destination Canada for a
tourism marketing campaign that will help Canadians to discover lesser-known areas,
hidden national gems and new experiences across the country.

•

To further prioritize Canada’s tourism sector, Budget 2019 also proposes to create a
seventh Economic Strategy Table dedicated to tourism. The Economic Strategy Tables
bring together government and industry leaders to identify economic opportunities
and help guide the Government in its efforts to provide relevant and effective programs
for Canada’s innovators. The Tables set ambitious growth targets, identify sectorspecific challenges and bottlenecks, and lay out strategies to help innovators achieve
their goals.
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BUDGET 2019

DETAILS ON SPECIFIC MEASURES
ADDITIONAL TOURISM MEASURES & ADDRESSING BARRIERS TO ENTRY
•

The Government proposes amendments to the Parks Canada Agency Act to create a
standard, one-year appropriation authority for the Agency to ensure that Canadians
continue to enjoy Canada's natural treasures in our national parks, heritage sites, and
marine conservation areas and to better manage heritage, tourism, waterway, and
highway assets.

•

Budget 2019 acknowledges that Canada welcomes millions of tourists, international
students and temporary foreign workers, who are essential in meeting broader shortterm labour market needs and ensuring that Canada remains responsive to the needs
of industries that rely on those workers during peak seasons. In order to ensure
immigration and border officials are well-equipped to facilitate the efficient entry of
visitors, while protecting the health and security of Canadians, Budget 2019 proposes
to invest $78.6 million over two years, beginning in 2019–20. This investment will ensure
that resources are in place to process global demand for Canadian visitor visas, work
and study permits.

•

To help improve immigration client services, Budget 2019 proposes to provide
Immigration, Refugees and Citizenship Canada (IRCC) with an additional $42.9 million
over two years, beginning in 2019–20. This investment would increase the number of
IRCC call centre agents so that enquiries from visitors, new Canadians, and others can
be responded to more quickly, with a focus on the business lines with the longest
delays.

•

Budget 2019 also proposes funding for the Canada Border Services Agency to support
effective border management and enforcement, and to modernize border operations.
This funding will facilitate the safe and timely flow of transactions at the border.

SKILLS AND LABOUR
•

Through Budget 2019, the Government is committed to making improvements that
simplify access to programming so that more Canadians can benefit from existing
supports, and to ensure that the skills people have are a good match with what
employers need today—and in the future.

•

To help working Canadians get the skills they need to succeed in a changing world,
Budget 2019 proposes to establish a new Canada Training Benefit—a personalized,
portable training benefit to help people plan for and get the training they need. To
deliver this new program, Budget 2019 proposes to invest more than $1.7 billion over
five years, and $586.5 million per year ongoing. Through this initiative, employers will
benefit from workers with continually upgraded skills, who will be better able to help
them—and Canada’s economy as a whole—adapt and grow.

•

To help the next generation of Canadian students get the education and training they
need to do well and help grow our economy, Budget 2019 proposes a number of
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measures to make college and university education more affordable and accessible,
and give young Canadians access to the work experience they need to find and keep
good, well-paying jobs for years to come.
•

Budget 2019 proposes to invest an additional $49.5 million over five years, starting in
2019–20, to launch a modernized Youth Employment Strategy informed by the
recommendations of the Expert Panel on Youth Employment and extensive
engagement with youth, service delivery organizations and other stakeholders.

•

Budget 2019 proposes to expand the Student Work Placement Program to give
students in fields outside of STEM—such as the arts, humanities and social sciences—
access to work-integrated learning opportunities. Budget 2019 proposes to invest
$631.2 million over five years, starting in 2019–20, to support up to 20,000 new work
placements per year for post-secondary students across Canada, in all disciplines, by
2021–22. Benefits of this program include short-and long-term solutions to address
labour shortages, easy access to talent pipeline of qualified candidates with a variety of
skills and technical knowledge, easier and more affordable hiring choice for small and
medium-sized enterprises, and a partial hiring wage subsidy from Government.

•

In addition, Budget 2019 proposes to provide Employment and Social Development
Canada with an additional $150.0 million over four years, starting in 2020–21, to create
partnerships with innovative businesses to create up to a further 20,000 workintegrated learning opportunities per year. Together, these efforts will, over time, help
create 40,000 work placements for Canadian students by 2023–24.

BROADER TAX MEASURES
•

Budget 2019 introduces additional measures aimed at ensuring Canada’s tax system is
efficient, effective and fair, and also reaffirms the Government’s commitment to move
forward as required with technical amendments to improve the certainty of the tax
system.

•

Budget 2019 highlights that the Government continues to be an active participant in
the Organisation for Economic Cooperation and Development/Group of Twenty
(OECD/G20) project known as the Base Erosion and Profit Shifting (BEPS) initiative.
BEPS refers to international planning used by some corporations and wealthy
individuals to inappropriately avoid paying taxes by shifting profits earned in Canada to
other offshore jurisdictions. The Government continues to work with its international
partners to improve and update the international tax system, and to ensure a coherent
and consistent response to fight cross-border tax avoidance.

•

Large multinational enterprises in Canada and elsewhere are now required to file
country-by-country reports that include information on their global allocation of
income and taxes, as well as the nature of their global business activities. These reports
are exchanged between the Canada Revenue Agency (CRA) and other tax authorities
with whom Canada has the required exchange agreements in place. The first
exchanges of these reports took place in 2018. Canada is now participating in an OECD
review of the standard for these reports to ensure that they provide tax administrations
with better information that allows for proper assessment of transfer pricing and other
BEPS risks. This review is scheduled to be completed in 2020.
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•

The Multilateral Convention to Implement Tax Treaty Related Measures to Prevent Base
Erosion and Profit Shifting (known as the Multilateral Instrument or MLI) is an
important tool in facilitating a number of the measures developed under the
OECD/G20 BEPS project, and in combatting international tax avoidance. The MLI is
intended to allow participating jurisdictions to modify their existing tax treaties without
having to individually renegotiate those treaties. Canada, along with another 86
jurisdictions to date, is a signatory to the MLI. The Government is taking the necessary
steps to enact the MLI into Canadian law and to ratify the MLI as needed to bring it into
force.

•

To further strengthen Canada’s international tax rules, the Government proposes to:
o

o
o
o

•

Extend the foreign affiliate dumping rules in the Income Tax Act to prevent a
corporation resident in Canada that is controlled by a non-resident individual or
trust from reducing its tax payable by investing in a foreign affiliate.
Introduce an ordering rule to ensure that the transfer pricing rules (i.e., rules that
apply to certain international transactions) in the Income Tax Act apply before
other provisions of the Act.
Ensure that the term “transaction” has the same meaning in both the transfer
pricing rules and the assessment rules in the Income Tax Act.
Prevent non-resident taxpayers from avoiding Canadian dividend withholding
tax on compensation payments made under cross-border share lending
arrangements with respect to Canadian shares.

Budget 2019 proposes measures to close tax loopholes that can result in some people
paying less than their fair share. To make Canada’s tax system more fair, Budget 2019
proposes to:
o

o
o

Prevent the use by mutual fund trusts of a method of allocating capital gains or
income to their redeeming unitholders where the use of that method
inappropriately defers tax or converts fully taxable ordinary income into capital
gains taxed at a lower rate.
Improve existing rules meant to prevent taxpayers from using derivative
transactions to convert fully taxable ordinary income into capital gains taxed at
a lower rate.
Stop the use of individual pension plans to avoid the prescribed transfer limits.
These limits are meant to prevent inappropriate tax deferrals when individuals
transfer assets out of certain types of pension plans.

GREEN MEASURES THAT COULD APPLY TO HOTELS
•

Because many municipalities across Canada continue to face serious infrastructure
deficits, Budget 2019 proposes a one-time transfer of $2.2 billion through the federal
Gas Tax Fund to address short-term priorities in municipalities and First Nation
communities. This will double the Government’s commitment to municipalities in
2018–19 and will provide much needed infrastructure funds for communities of all
sizes, all across the country.

•

To further support businesses’ adoption of zero-emission vehicles, Budget 2019
proposes that these vehicles be eligible for a full tax write-off in the year they are put in
use. Qualifying vehicles will include electric battery, plug-in hybrid (with a battery
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capacity of at least 15 kWh) or hydrogen fuel cell vehicles, including light-, mediumand heavy-duty vehicles purchased by a business. This will encourage all businesses to
convert to zero-emission fleets and leave more money to be invested in other
productive ways.
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BUDGET 2019

ADDITIONAL MEASURES
•

Funding is proposed for the Canadian Air Transport Security Authority (CATSA),
Transport Canada and the Royal Canadian Mounted Police to ensure that air travellers
and workers at airports are effectively screened. The Government also proposes to
provide funding for the Canadian Transportation Agency and Transport Canada in
support of transitioning CATSA to an independent, not-for-profit entity. The
Government intends to introduce legislation to establish this entity.

•

The Government is committed to preventing gender based violence and protecting
vulnerable populations from human trafficking. Building on investments announced in
Budget 2018 to establish a National Human Trafficking Hotline, the Government
intends to develop a new whole-of government strategy to combat human trafficking.

•

To help municipalities grow housing supply and unlock new solutions for Canadians
searching for an affordable place to call home, Budget 2019 proposes to provide $300
million to launch a new Housing Supply Challenge. The Housing Supply Challenge will
invite municipalities and other stakeholder groups across Canada to propose new ways
to break down barriers that limit the creation of new housing.

•

Budget 2019 proposes that Canada Mortgage and Housing Corporation invest $4
million over two years to support the work of the Expert Panel on the Future of
Housing Supply and Affordability.

•

To improve efforts to address housing supply, Budget 2019 proposes that Canada
Mortgage and Housing Corporation invest $5 million over two years for state-of-the-art
housing supply modelling and related data collection. This would support the work of
the Expert Panel and help ensure that future investments by all levels of government
are put to their best possible use.

•

The Government is committed to working in partnership with other jurisdictions in
Canada that share concerns about the supply of affordable housing, and are willing to
work together to find solutions. This is an area of alignment for HAC as it relates to its
ongoing short-term rental strategy.

•

In Budget 2019, the Government also proposes to introduce new legislation which will
require the federal government to maintain a National Housing Strategy that prioritizes
the housing needs of the most vulnerable, and will require regular reporting to
Parliament on progress toward the Strategy’s goals and outcomes.

•

To strengthen the cyber security of Canada’s critical infrastructure, Budget 2019
proposes $144.9 million over five years, starting in 2019–20, including $22.9 million
from within existing Communications Security Establishment resources. To this end,
the Government intends to propose new legislation and make necessary amendments
to existing federal legislation in order to introduce a new critical cyber systems
framework. Funding will also support the Canadian Centre for Cyber Security in
providing advice and guidance to critical infrastructure owners and operators on how
to better prevent and address cyber attacks.

FOR QUESTIONS PLEASE CONTACT:
Alana Baker, Director of Government Relations
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