
1 
 

 

 

House of Commons Standing Committee on Finance – Pre-budget Consultations 2013 

This brief is submitted by: 

an organization  Organization name: ________________________________________________ 

or  

an individual   Name: ___________________________________________________________ 

Topic:  

*Recommendation 1:  Please provide a short summary of your recommendation. 

 

Expected cost or savings: From the pull-down menus, please indicate the expected cost or savings of your 
recommendation to the federal government and the period of time to which the expected cost or savings is 
related. 

 

 

Federal funding: Please provide a precise indication of how the federal government could fund your 
recommendation.  For example, indicate what federal spending should be reallocated, what federal tax 
measure(s) should be introduced, eliminated or changed, etc. 
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Intended beneficiaries:  Please indicate the groups of individuals, the sector(s) and/or the regions that would 
benefit by implementation of your recommendation.

 

General impacts: Depending on the nature of your recommendation, please indicate how the standard of living 
of Canadians would be improved, jobs would be created, people would be trained, etc. 

 

Topic: 

Recommendation 2:  Please provide a short summary of your recommendation. 

 

Expected cost or savings: From the pull-down menus, please indicate the expected cost or savings of your 
recommendation to the federal government and the period of time to which the expected cost or savings is 
related. 
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Federal funding: Please provide a precise indication of how the federal government could fund your 
recommendation.  For example, indicate what federal spending should be reallocated, what federal tax 
measure(s) should be introduced, eliminated or changed, etc. 

 

Intended beneficiaries:  Please indicate the groups of individuals, the sector(s) and/or the regions that would 
benefit by implementation of your recommendation. 

 

General impacts: Depending on the nature of your recommendation, please indicate how the standard of living 
of Canadians would be improved, jobs would be created, people would be trained, etc. 
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Recommendation 3:  Please provide a short summary of your recommendation. 
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Expected cost or savings: From the pull-down menus, please indicate the expected cost or savings of your 
recommendation to the federal government and the period of time to which the expected cost or savings is 
related. 

 

 

Federal funding: Please provide a precise indication of how the federal government could fund your 
recommendation. For example, indicate what federal spending should be reallocated, what federal tax 
measure(s) should be introduced, eliminated or changed, etc.

 

Intended beneficiaries:  Please indicate the groups of individuals, the sector(s) and/or the regions that would 
benefit by implementation of your recommendation. 

 

General impacts: Depending on the nature of your recommendation, please indicate how the standard of living 
of Canadians would be improved, jobs would be created, people would be trained, etc. 
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Please use this page if you wish to provide more explanation about your recommendation(s).

 

*Please note that at least one recommendation must be provided 


	Organization name: Canadian Federation of Agriculture
	Name: 
	rec1: Farmers deemed to have a chief source of income other than farming are restricted to claiming no more than $17,500 in farm losses. The 2013 federal budget reinterpreted the restriction's application, exempting only those with subordinate non-farm income, rather than the existing, holistic examination of time/capital investments, daily routine, and industry engagement, amongst others. This is a disincentive for investors/entrepreneurs when considering agriculture in relation to other industriesRecommendation:  Reinstate the more comprehensive income test, as outlined in Craig v. the Queen.
	rec2: Increased investment and tax revenue from stimulated expansion of start-up operations would offset lost tax revenue within a short time frame, while revenue from increased consumption spending, associated employment opportunities, and increased profitability would result in increased tax revenue over time. Putting agriculture on a level playing field for entrepreneurs and investors is an investment into the future of agriculture, one of Canada’s primary economic drivers, and an agri-food sector already providing 1 in 8 jobs in Canada and contributing over $130 billion to Canadian GDP. 
	rec3: Removing this disincentive to investing in agriculture would have considerable benefit for all Canadian farms and would encourage novel financing arrangements to help fund start-up agricultural ventures. It would also support investments in small-scale farms to help overcome cash-flow concerns, fund innovation, and enhance profitability.  This would also remove the unequal conditions currently facing entrepreneurs that rely on off-farm income to support early viability and potential expansion. This is a common practice amongst all industries, and should not be discouraged in agriculture.
	rec4: Agriculture is capital-intensive, with the majority of businesses being smaller in scale. Operations requires access to significant capital for investment but provide diverse economic benefits including direct and indirect jobs and significant consumption spending. Smaller-scale businesses are the most common entry point into farming and putting agriculture on equal footing for those looking to start part-time businesses would benefit the sector by contributing human capital and innovative ideas. Small farms using value-added approaches represent an economic opportunity for rural Canada.
	rec5: Farm corporations undertaking family transfers often result in joint sibling ownership or require dividing the corporation between children. They can be split on a tax-deferred basis where S.55(2) is inapplicable. S.55(2) can be avoided by reliance on exceptions in S.55(3)(a) or the far more complicated S.55(3)(b). Siblings are currently deemed arm’s length, requiring use of S.55(3)(b); or where the parents are in control, the 55(3)(a) exception. Recommendation: Siblings be treated as non-arm’s length for S.55(3)(a) if the corporation being split qualified for the intergenerational rollover.
	rec6: There would be no costs, as current tax planning works around this barrier through exceptions that are often not possible or are prohibitively expensive for farm operations. This prevents flexibility in intergenerational transfers, requiring any split to occur in situations where related parties own both resulting corporations [55(3)(a)] or through a restrictive rule permitting divisive corporate reorganization on a tax-deferred basis [55(3)(b)].Savings may result through reduced ruling requests [55(3)(b)] with revenue gains from expedited transfers and investment of freed up accounting fees.
	rec8: Increased flexibility for farm corporations looking to transfer assets to their children due to reduced red tape, complexity, and transaction costs. Small- and medium-sized farms will especially benefit as prohibitive expenses from accounting workarounds will no longer be required for such corporate divisions, encouraging timely transfer of assets to the next generation. Farms operated by young farmers tend to be more profitable and innovative; facilitating intergenerational transfers will promote competitiveness. Employment and value added benefits will primarily benefit rural Canada.
	rec9: CFA recommends that Finance Canada work with industry to address intergenerational transfer issues caused by the Non-arm’s Length Sale of Shares [84.1(1)]. When a parent is attempting to sell shares in a family owned small business or farm corporation to family, the benefits of the capital gains exemption are effectively denied due to subsection 84.1(1) in the Income Tax Act.Recommendation: Exempt the equivalent of the lifetime capital gains exemption in capital gain on disposition of shares from application of 84.1(1) where a recognized succession plan illustrates a real transfer of equity.
	rec10: No immediate funding would be needed to address this exemption. It is estimated that more than $50 billion in farm assets will be transferred over the next 10 years.  Multigeneration farms with clearly identified successors have been found to invest more in their operations prior to transfer and see improved profitability, resulting in increased future tax revenues. Multigeneration farms will also be encouraged by incentivizing succession planning and increased access to the capital gains exemption for farm  corporations, an increasingly common operating arrangement in Canadian agriculture.
	rec11: This would benefit more than 35,000 farm family corporations in Canada when they decide to transfer their farm corporations to the next generation. 50% of these are expected to transfer in the next 10 years and corporations represent the fastest growing operating arrangement in the farm sector. This change would be  timely and have an increased impact in the future based on current trends.
	rec7: With over 140,000 farm operators over the age of 55, more than $50 billion in farm assets will change hands over the next decade. This recommendation will benefit all farm corporations (19.8% of Canadian farms) looking to transfer assets to their children at any point in the future. Small- and medium-sized farms will particularly benefit, as the current complexity and accounting costs of potential exceptions from Subsection 55(2) prevent them from accessing exceptions available under Paragraph 55(3)(b).
	rec12: Incentivizing succession plans would optimize corporate farm transfer timing. This helps ensure farmers are financially secure following retirement/change of ownership and benefits the next generation of farmers by clarifying the succession process. Studies of Canadian farms have found that effective succession planning on multigeneration farms promotes continued investment in farm operations and improve productivity. The agri-food system provides 12% of Canadian jobs and 8% of GDP; improved productivity will see job creation, increased investment, and increased opportunities in rural Canada.
	rec13: The Canadian Federation of Agriculture is an umbrella organization representing more than 200,000 farm families across Canada. These farm families operate small businesses and work hard to benefit all Canadians by contributing significantly to the Canadian economy, providing safe and affordable food and a clean, sustainable environment.  The mandate of the CFA is to promote the interests of Canadian agriculture and agri-food producers, and to ensure the continued development of a viable and vibrant agriculture and agri-food industry in Canada. The following recommendations are the result of work undertaken by the CFA's Taxation Committee, a working group composed of farmers, policy staff, and tax practitioners from across Canada. Through close work with agricultural tax specialists, this committee has identified three opportunities to reduce red tape, promote investment in agriculture, and ultimately facilitate entrance of the next generation of farmers.Recommendation 1:  Start-ups often rely on off-farm income while facing early years of minimal net farm income. On average, young farmers earn less than half of their family income from the farm and more from non-farm sources than do other farms. In 2006, 22,527 farm operators under 35 years old still cited other occupations as their major source of income and14,765 farm operators under 40 years old worked more than 40 hours off-farm. For these operations, requiring subordinate off-farm income to claim losses will pose serious financial challenges and would dissuade potential start-ups and outside investment into the sector. Recommendation 2:  Allowing siblings to be non-arm’s length in a farm setting is warranted because of the ability to divide a corporation during the parent’s lifetime and then pass on the divided corporations on a tax deferred basis if they are farm corporations to the children. Tax practitioners generally try to determine if a division will be necessary while the parent(s) are still in control, where they can use the paragraph 55(3)(a) exception. Once the corporation has been split up, assuming each new corporation is a farm corporation, they can then be passed on to individual children using the rollover. If that doesn’t happen, and siblings requiring a division (due to soft issues or unforeseen events) end up controlling a farm corporation, then 55(3)(a) is not available.  So, the only way to break up the corporation on a tax deferred basis is 55(3)(b), which is: not always possible, costly when applied incorrectly, prohibitively expensive, and not expedient where rulings are required. Recommendation 3: Although affecting all industries, 84.1 specifically relates to two priority concerns facing agriculture: the need for better succession planning and the substantial number of impending family transfers. A mechanism for auditing succession plans is not identified, as the appropriate vehicle should be jointly determined in discussion between industry and government. 
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