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This Month:


Zero Emission Vehicles and Tax Write-offs for Businesses
 Lifetime Capital Gains Exemption (LCGE) Planning
 Estate Planning

Zero Emission Vehicles (ZEVs) and Tax Write-offs for Businesses
A ZEV includes a new motor vehicle that is a plug-in hybrid or those that are fully electric or fully powered
by hydrogen. The last federal budget proposed a 100% write-off for ZEVs to encourage business adoption.
Where the costs for passenger vehicles (ie. cars and SUVs) exceeds $55 000, the 100% write-off will be
capped to $55 000 (plus sales tax considerations).
However, in our August issue of the Smallbiz Builder we mentioned that vehicle purchases that benefited
from the new federal $5 000 iZEV grant will be ineligible for the 100% write-off. Before purchasing your
new ZEV, contact your Padgett advisor to determine which incentive is best for your situation.

Lifetime Capital Gains Exemption (LCGE) Planning
On January 1st, 2019, the LCGE increased to $866,912 of capital gains realized by an individual on qualified
small business corporation shares. The increases in the limit apply to any taxpayer who has claimed the
LCGE previously. In general terms, a qualified small business corporation is a Canadian Controlled Private
Corporation where at least 90% of the fair market value of the assets at the time of sale are used in
operating an active business, as opposed to earning passive investment and rental income. Furthermore,
there is a similar active asset threshold of 50% for the 24 months prior to the sale. Finally, there are some
conditions on the share ownership prior to the sale. Notwithstanding these criteria, many small businesses
can qualify. If you are thinking about selling your business in the upcoming year or two, you should contact
your Padgett advisor now so that proper planning can be implemented to benefit from this tax exemption.
Even if your business is unincorporated, planning can be undertaken to make sure it will qualify.
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Estate Planning
Estate planners often suggest that the RRSP/RRIF holder designate a beneficiary of the plan. There are
many advantages:


Probate fees can be avoided because the funds transfer direct to the beneficiary.



The funds are not exposed to the liabilities of the deceased’s estate.



No elections are required for the “refund of premiums” status.



Premium refunds allow a tax-deferred transfer of funds.



Reporting on the transfers to a surviving common-law partner or a spouse can be avoided.



It avoids the exposure where a beneficiary will not sign the agreement which would require the
estate to pay tax on the account value.



It avoids the situation where the executor overlooks the situation entirely.



There may be advantages to leaving the funds to the estate instead of the individual.



There may be additional planning opportunities because the elections allow precise amounts to be
reflected as a “refund of premiums” or reported on the terminal tax return.



The executors can use elections to provide flexibility to determine how “refund of premiums” and
other assets will be allocated between the eligible beneficiaries. The refund of premiums might be
directed to lower income beneficiaries and/or beneficiaries who could make use of the advantages
while designating other assets to other beneficiaries.



A spouse who does not transfer the funds to his or her RRSP/RRIF but instead uses the money for
other purposes, forces the deceased’s estate to pay the tax. This might not please some of the
beneficiaries.



A testamentary trust could be funded. This is advantageous where “refund of premiums” and/or
rollovers are not available. It is also useful if the plan holder does not want an amount left to those
beneficiaries.

Contact your Padgett Business Services office to discuss this further, and remember to keep your will up to
date.
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