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The 2024 federal budget announced changes to the capital gains inclusion rate. Now those
changes are different whether they affect individuals, trusts and corporations.

For individuals, any gains under $250,000 a year will still be taxed at a 50% inclusion rate, while
gains over $250,000 a year after June 24™ will be taxed at a two-thirds inclusion rate. For
corporations and trusts, the rules work differently, in that both corporations and trusts do not get
the lower rate on the first $250,000 a year. And that means if a corporation or a trust sells an
asset for a profit after June 24th, that gain will be taxable at a two-thirds inclusion rate.

For individuals that own a corporation, and they have investments in a corporation, whether
that's a professional corporation, an operating corporation or a holding corporation. It means
that the tax rate is going up for gains realized on, or after June 25th. The question that you want
to be asking is, “do you then crystallize those gains prior to June 25th?”

That's a great question. And that will depend on a number of factors, your expected rate of
return, your holding period, and how long the money is going to stay in the corporation. This is
a great discussion to have with your tax advisor. For trusts, most trusts that we see actually
distribute the gains every single year to the beneficiaries, such that there's actually no gains to
be taxed in the trust on an annual basis. And the beneficiaries, when they receive the capital
gains from the trust, will then pay tax on those capital gains at their own individual rates, so that
they can take advantage of the lower rate on the first $250,000 of capital gains a year, and then
would only pay the higher inclusion rate at the capital gains over $250,000 a year. The rules are
complicated.

Be sure to check with your tax advisor.
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