Today at 4pm, Federal Finance Minister Bill Morneau tabled the Federal Budget, entitled Equality +
Growth: A Strong Middle Class. HAC was among a group of a select few stakeholders invited to the
Finance Minister’s Lock-Up where attendees were given an advance copy of the Budget documents.
This 2.5-hour closed-door meeting allowed HAC to review the Budget before it was released publicly and
provided an opportunity to meet with senior oﬃcials from Finance concerning its contents.

KEY HIGHLIGHTS
Budget 2018 proposes to invest $80 million in 2018–19 and $150 million in 2019–20 through
federal-provincial Labour Market Development Agreements to help workers in seasonal
industries. In addition, Employment and Social Development Canada will reallocate $10 million
from existing departmental resources to provide immediate income support and training to
aﬀected workers.
$11 million over ﬁve years, starting in 2018-19, to Innovation, Science and Economic
Development Canada to support activities for the Canada-China Year of Tourism and beyond,
including hosting the closing ceremony and working closely with Canadian businesses as they
prepare for the inﬂux of Chinese visitors.
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To ensure consistent and eﬀective security screening of travellers and workers, the Government
proposes to provide $236.4 million in 2018–19, with $2.4 million in remaining amortization, to the
Canadian Air Transport Security Authority (CATSA).
$23.9 million over ﬁve years, starting in 2018–19, to Parks Canada to integrate Indigenous views,
history and heritage into the national parks, marine conservation areas and historic sites
managed by that agency.
To support Canada’s biodiversity and protect species at risk, the Government will provide
$1.3 billion over ﬁve years, starting in 2018‑19.
$8 million over four years, starting in 2018-19 for Transport Canada to support the continued in-

depth assessment of VIA Rail's high frequency rail proposal for the Toronto-Quebec City corridor.
The budget also proposes funding for Transport Canada to replace VIA Rail's cars and
locomotives for use in the Windsor-Quebec City Corridor, ensuring that VIA Rail's rolling stock in
the Corridor will remain safe and comfortable, and generate fewer greenhouse gas emissions.
$11 million for Transport Canada for the renewal of the Remote Passenger Rail Program. This
program helps support two passenger rail services, the Sept-Îles–Schefferville service in Quebec
and Labrador, and the Pas–Pukatawagan service in northern Manitoba.

ANALYSIS

The budget did not contain signiﬁcant amounts of new spending or any “big ticket items”, but sprinkled
funding to support several themes aligned with the government’s agenda.
Typically, the third budget in a government’s four-year term does not produce headline-grabbing new
spending initiatives, like the multi-billion dollar infrastructure program or social spending plans like in
previous years.
The good news for the hotel industry is that the budget contained no major surprises of any consequence,
and collectively, some of the smaller measures will have a positive impact on the industry.
Investments in the Canada-China Year of Tourism, under the banner of the New Tourism Vision, will
support greater visitation into Canada; measures for CATSA will support smoother airport screening and
alleviate congestion; investments in rail transportation will assist with mobility; investments in parks could
lead to greater attraction; preservation of wildlife will keep Canada’s assets intact; and monies to support
temporary foreign workers and youth employment could support the industry’s labour shortage. HAC will
be thanking our Minister of Tourism, Bardish Chagger, who continues to be a strong champion for our
industry.
More broadly, the Liberals under Prime Minister Trudeau and Minister Morneau are dealing with an
uncertain ﬁscal and macroeconomic picture with large variables such as NAFTA renegotiations, and a
potentially darkening national economic picture heading into the ﬁnal year before they must make their reelection pitch to voters in 2019. We can expect many more pre-election tax and spending items in a year’s
time, as the government prepares that pitch in earnest with the 2019 budget. Today’s document charts a
relatively cautious path forward, aligned with its election promises.
On the issue of fair taxation for online platforms like Airbnb, it is not surprising that fair taxation was not
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included in this budget. The industry’s record-performing year did not help our efforts to garner fast
attention on this issue. Our goal of tax fairness is a much longer-term project and more likely achieved in a
pre-election year. We are actively working with Finance ofﬁcials to build a fair framework for a future
budget.
One key project that was not included in this budget document, but which will be announced soon, is a
multi-million dollar program to mobilize Syrian refugees into hotel jobs. HAC is working with the Minister of
Immigration on this announcement as we speak. Stay tuned for details in a few weeks.

DETAILS ON SPECIFIC MEASURES
TOURISM MEASURES
Canada-China Year of Tourism
Budget 2018 details funding commitments for Innovation, Science and Economic Development
Canada to support activities for the Canada-China Year of Tourism and beyond. This includes
hosting the closing ceremony and working closely with Canadian businesses as they prepare to
welcome an increased number of tourists from China.
Parks Canada
Budget 2018 proposes to provide $23.9 million over ﬁve years, starting in 2018–19, to Parks
Canada to integrate Indigenous views, history and heritage into the national parks, marine
conservation areas and historic sites managed by that agency.
Revitalizing National Capital Commission Assets
The government recognizes the millions of visitors who come to Canada’s capital to use and
appreciate historic sites and parklands maintained by the National Capital Commission, including
Confederation Boulevard (Canada’s ceremonial route), Parliament Hill and Gatineau Park. To
ensure these infrastructure assets continue to remain safe and enjoyable for current and future
generations of visitors to Canada’s capital, the Government will invest $55 million over two years,
on a cash basis, in support of critical repair and maintenance work on its portfolio of ﬁxed assets.

ADDRESSING BARRIERS TO ENTRY
Strengthening the Canada Border Services Agency
The Canada Border Services Agency strives to maintain a high standard of service and has
worked to improve processing times for the efﬁcient and secure ﬂow of travellers. The Government
proposes to invest $85.5 million in 2018–19, to enable the Canada Border Services Agency to
continue existing operations in support of the Agency’s mandate.
Protecting Air Travellers
To ensure consistent and effective security screening of travellers and workers, the Government
proposes to provide $236.4 million in 2018–19, with $2.4 million in remaining amortization, to the
Canadian Air Transport Security Authority (CATSA).
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Safeguarding Canadians With an Enhanced Passenger Protect Program
The Passenger Protect Program works with air carriers to screen commercial passenger ﬂights to,
from and within Canada in order to protect safety at home and abroad. Budget 2018 proposes to
enhance the Passenger Protect Program with investments of $81.4 million over ﬁve years, starting
in 2018–19, and $14.0 million per year ongoing, for the Canada Border Services Agency, Public
Safety Canada and Transport Canada. These investments will be used to develop a rigorous
centralized screening model and establish a redress mechanism for legitimate air travellers who
are affected by the program.
Modernizing VIA Rail Passenger Service & VIA Rail Fleet Renewal
Budget 2018 proposes $8 million over four years, starting in 2018-19 for Transport Canada to
support the continued in-depth assessment of VIA Rail'shigh frequency rail proposal for the
Toronto-Quebec City corridor.
The budget also proposes funding for Transport Canada to replace VIA Rail's cars and
locomotives for use in the Windsor-Quebec City Corridor, ensuring that VIA Rail's rolling stock in
the Corridor will remain safe and comfortable, and generate fewer greenhouse gas emissions.
Funding amounts are not being released due to an upcoming procurement.

SKILLS AND LABOUR
Helping Workers in Seasonal Industries
Budget 2018 recognizes the unique challenges faced by workers in seasonal industries. For those
who are not able to ﬁnd alternative employment until the new season begins, this can represent a
challenging and stressful loss of income, especially if EI beneﬁts vary signiﬁcantly from year to
year. To test new approaches to better assist workers most affected by these circumstances,
Budget 2018 proposes to invest $80 million in 2018–19 and $150 million in 2019–20 through
federal-provincial Labour Market Development Agreements.
In the coming months, the Government will work with key provinces to co-develop local solutions
that can be tested to support workforce development. This builds on short-term actions the
Government is already taking in collaboration with key provinces to address this challenge this
ﬁscal year.
In addition, Employment and Social Development Canada will reallocate $10 million from existing
departmental resources to provide immediate income support and training to affected workers.
These measures will help ensure that unemployed workers in Canada’s seasonal industries have
access to the supports they need when they need them most.
Budget 2018 also proposes legislative amendments, as required, to assist workers in seasonal
industries.
Future Skills for Canadians
Budget 2018 reiterated its previously announced funding commitment of $225 million over four
years, starting in 2018–19, and $75 million per year thereafter, to establish a new organization
tasked with identifying the skills sought and required by employers, exploring new and innovative
approaches to skills development, and sharing information to inform future investments and
programming.
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Working with provinces and territories, the private sector, educationalinstitutionsand not-for-proﬁt
organizations, the Government will launch Future Skills this spring. Future Skills will bring together
expertise from all sectors and leverage experience from partners across the country. It will also
include an independent Council to advise on emerging skills and workforce trends, and a research
lab focused on developing, testing and rigorously measuring new approaches to skills assessment
and development.
Horizontal Skills Review
From basic literacy and numeracy support to speciﬁc skilled trades training to ﬁnancial supports
and work experiences offered to students, the Government provides a wide range of skills
programming to meet a variety of needs. To maximize the effectiveness of these programs, the
Government will undertake a horizontal review of skills programming over the next year. In support
of this review, the Government proposes to provide $0.75 million in 2018–19 to the Treasury Board
Secretariat. This, in conjunction with the Future Skills organization, will provide Canada’slabour
force with the information and training needed to meet future challenges and opportunities head
on.
Labour Market Transfer Agreements
As previously announced, the federal, provincial and territorial governments have undertaken
important negotiations on the Labour Market Transfer Agreements. These new agreements,
expected to come into force on April 1, 2018, will provide an additional $2.7 billion over six years,
starting in 2017–18, to provinces and territories to address skills and training needs, which will
allow people to advance their careers.
Protecting Temporary Foreign Workers
Budget 2018 proposes to provide $194.1 million over ﬁve years, beginning in 2018–19, and $33.19
million per year ongoing, to ensure the rights of temporary foreign workers in Canada are
protected and enforced through a robust compliance regime. Funding will support unannounced
inspections under the Temporary Foreign Worker Program, the continued implementation of the
International Mobility Program compliance regime, and the ongoing collection of labour market
information related to open work permits.
In addition, the Government proposes to invest $3.4 million over two years, beginning in 2018–19,
from Employment and Social Development Canada's existing resources to establish, on a pilot
basis, a network of support organizations for temporary foreign workers dealing with potential
abuse by their employers. This network would support these workers in reporting wrongdoing and
provide information on their rights to temporarily remain and work in Canada free from harassment
and abuse.
Canada Summer Jobs 2019–20
Budget 2018 proposes to provide an additional $448.5 million over ﬁve years, starting in 2018–19,
to the Youth Employment Strategy. This funding will support the continued doubling of the number
of job placements funded under the Canada Summer Jobs program in 2019-20 and provide
additional resources for a modernized Youth Employment Strategy in the following years, building
on the input of the Expert Panel on Youth Employment. A renewed Youth Employment Strategy
will be announced over the course of the next year.
Improving the Quality of Career Information and Program Results
The Government of Canada is investing in a digital platform to provide the accurate and up-to-date
information Canadians need to make informed career decisions, including how much money they
can expect to earn in a given ﬁeld and what skills are in demand by employers. The Government
proposes to invest up to $27.5 million over ﬁve years, starting in 2018–19, and $5.5 million per
year ongoing, from Employment and Social Development Canada’s existing resources, to support
an Education and Labour Market Longitudinal Linkage Platform. This secure data platform, which
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will be housed within Statistics Canada, will help to better track and make available important
labour market nformation. The information will be accessible to everyone and will be used to
monitor government programs to ensure they are achieving their objectives.

BROADER TAX MEASURES
Improving the Fairness and Integrity of the Canadian Tax System
To further combat tax evasion and tax avoidance, the Government will invest $90.6 million over
ﬁve years to address additional cases that have been identiﬁed through enhanced risk assessment
systems, both domestically and internationally.
To ensure taxpayers understand and meet their tax obligations, the CRA proposes to continue to
expand its outreach efforts. These efforts improve tax compliance through a “get it right from the
start” approach that educates, informs and supports taxpayers by improving service and
encouraging voluntary compliance.
The Government proposes to introduce legislative amendments to the Canada Business
Corporations Act to strengthen the availability of beneﬁcial ownership information.
The Government will also continue to collaborate with the provinces and territories to assess
potential mechanisms to enhance the effectiveness of the overall system.
Strengthening Canada’s International Tax Rules
The Government is also taking action to ﬁght aggressive international tax avoidance by introducing
measures to protect the integrity, and improve the fairness, of Canada’s international tax system.
This system includes rules to prevent taxpayers from avoiding Canadian income tax by shifting
property income into foreign resident corporations. It also includes rules aimed at ensuring that
non-residents pay their fair share of tax on income derived from Canadian sources.
To strengthen Canada’s international tax rules, the Government is proposing measures to:
Ensure that these rules cannot be avoided through the use of so-called “tracking
arrangements” (which allow taxpayers to “track” to their speciﬁc beneﬁt the return from
assets that they contribute to a foreign resident corporation).
Prevent unintended, tax-free distributions by Canadian corporations to non-resident
shareholders through the use of certain transactions involving partnerships and trusts.
Update on International Tax Avoidance—Base Erosion and Proﬁt Shifting
The Government is committed to safeguarding Canada's tax system and has been an active
participant in the Organisation for Economic Co-operation and Development/Group of Twenty
(OECD/G20) project to address both the inappropriate shifting of proﬁt offshore and other
international planning to avoid tax by corporations and some wealthy individuals, known as the
Base Erosion and Proﬁt Shifting (BEPS) Initiative. The Government will continue to work with its
international partners to improve international dispute resolution, and to ensure a coherent and
consistent response to ﬁght cross-border tax avoidance.
In 2017, Canada, along with 71 other jurisdictions, became signatories to the Multilateral
Convention to Implement Tax Treaty Related Measures to Prevent Base Erosion and Proﬁt Shifting
(known as the Multilateral Instrument or MLI). The MLI is intended to allow participating
jurisdictions to modify their existing tax treaties to include measures developed under the
OECD/G20 BEPS project without having to individually renegotiate those treaties. The MLI is a
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high priority for the Government and an important tool in combatting international tax avoidance. In

2018, Canada will be taking the steps necessary to enact the MLI into Canadian law and to ratify
the MLI as needed to bring it into force. Canada continues to expand and update its network of tax
treaties and tax information exchange agreements.
Holding Passive Investments Inside a Private Corporation
Budget 2018 provides clarity surrounding the government’s previously-announced proposals
regarding the tax status of passive income earned inside a corporation.
Going forward, a $50,000 threshold on passive income in a year (equivalent to $1 million in
savings, based on a nominal 5-per-cent rate of return) would be available to business owners to
hold savings for multiple purposes, including savings that can later be used for personal beneﬁts
such as sick leave, maternity or parental leave, or retirement.
Furthermore, access to the small business deduction will be limited based on a corporation’s
passive income. Under the proposal, if a corporation and its associated corporations earn more
than $50,000 of passive investment income in a given year, the amount of income eligible for the
small business tax rate would be gradually reduced.

Case Study: How These Changes May Aﬀect a Hotel Business that Holds Passive
Investments
Amrita owns a hotel. Her income depends on a number of factors outside her control, so she sets
aside funds each year to ensure she can continue to pay salaries and expenses in case of a
downturn. She has $400,000 in savings in her corporation that she invests in lowrisk bonds.
Amrita will not be aﬀected by the new rules because the investment income on her savings will be
well below the $50,000 threshold, and she does not earn business income taxed at the general
corporate rate.

GREEN MEASURES THAT COULD APPLY TO HOTELS
Low Carbon Economy Leadership Fund
The Government, through the Low Carbon Economy Leadership Fund, is investing $1.4 billion in
projects that will generate clean growth and reduce greenhouse gas emissions, while creating jobs
for Canadians for years to come. The ﬁrst round of funding agreements was announced in
December 2017, with six provinces receiving funding for project proposals:
British Columbia: $162 million to support projects including the reforestation of public
forests, which absorb carbon from the atmosphere and store it.
Alberta: Almost $150 million to help Albertans, including farmers and ranchers, use less
energy and save money. Alberta will work with Indigenous communities to install renewable
energy solutions, and will also invest in restoring forests affected by wildﬁres.
Ontario: $420 million to support projects such as renovating buildings, retroﬁtting houses
and helping farmers reduce emissions from their operations.
Quebec: Over $260 million to help expand actions under the province’s 2013–2020
Climate Change Action Plan. These new investments will allow more farmers and foresters
to adopt best practices, more businesses to retroﬁt their buildings and more industries to
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ﬁnd innovative ways to reduce emissions.
New Brunswick: $51 million, in partnership with NB Power, to help New Brunswickers
improve the energy efﬁciency of their homes and businesses.
Nova Scotia: $56 million to expand an existing home retroﬁt partnership with Efﬁciency
Nova Scotia. Today, only those homes heated with electricity are eligible for retroﬁt funding.
The new funding will open up the retroﬁt program so that any Nova Scotian home could be
eligible, allowing Nova Scotians to lower their heating bills and help reduce emissions.

ADDITIONAL MEASURES
Affordable Housing
To help more Canadians ﬁnd safe and affordable places to call home, and to protect those already
living in community housing from being displaced, the Government is implementing a
comprehensive National Housing Strategy. Investments of more than $40 billion over the next 10
years will create over 100,000 new housing units and repair 300,000 housing units for Canadians.
This is an area of alignment for HAC’s short-term rental strategy going forward.
Ensuring a Workplace Free of Violence and Harassment
On November 7, 2017, the Government of Canada introduced Bill C-65 to create a single,
integrated framework that will protect federally regulated employees from harassment and violence
in the workplace. The Government will provide $34.9 million over ﬁve years, starting in 2018–19,
with $7.4 million per year ongoing, to support Bill C-65. This will ensure that federally regulated
workplaces are free from harassment and violence.
Cyber Security
The Government of Canada is implementing a plan for security and prosperity in the digital age to
protect against cyber-attacks. The Government proposes signiﬁcant investments of $507.7 million
over ﬁve years, and $108.8 million per year thereafter, to fund a new National Cyber Security
Strategy.
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