No Time for Complacency
on Ontario Property Taxes

Property owners and tenants responsible for paying property taxes in Ontario could
be forgiven for thinking that there is nothing to do regarding their 2023 property tax
assessment. After all, the province has entered year seven of what is normally a four-year
property tax assessment cycle, and the last valuation date for existing properties was all the
way back on January 1, 2016. However, as the market value of many properties continues to
drift away from that last valuation, the importance of reviewing the status of your Ontario
properties cannot be overstated. This is no time for complacency.

How did we get here?

Ontario’s property tax system is presently based
on market values and a four-year assessment
cycle, with the current cycle originally intended
to run from 2017 to 2020, using valuations as of
January 1, 2016. Unfortunately, because of the
effects of the COVID-19 pandemic, the province
was forced to delay property reassessments and
extend the current property tax assessment
cycle—a defensible decision in the minds of
most taxpayers when the measure was first
announced in 2020. Lockdowns were prevalent,
non-essential personnel were working remotely,
and simple daily activities, like shopping for
groceries, had suddenly become a challenge.

For similar reasons, the provincial government’s
further delay of a province-wide property
value assessment in 2021 was hardly surprising.
However, the decision to extend that deferral to
include both the 2022 and 2023 taxation years
appears, at least in hindsight, to have been a
hasty one. Property taxes for 2023 will be based
on the same valuation as in prior years, despite
many organizations in Ontario having returned
to activity levels close to—and in some cases,
in excess of—their pre-pandemic operations,
calling into question the wisdom of the
government’s approach to the valuation issue.

While confirming that the current assessment
cycle will remain in place for at least another
year provides a certain degree of tax certainty for
property owners and tenants, the additional delay
is concerning, especially for owners of property
types that have been significantly impacted by
the pandemic over the past few years, including
brick and mortar retail and properties in the
hospitality, travel, and tourism sectors.

The reassessment delay means that property
taxes will be based on an assessment value
that is seven years removed from the previously
determined market value—a figure that could
be wildly different from current market value.
Consider how residential property values have
changed since 2016. The value of business
properties, on the other hand, may have moved
markedly in either direction over that time. In
its most recent fall economic statement, the
provincial government declined to indicate
when the next property tax assessment cycle
will begin, further adding to the uncertainty for
taxpayers and creating the potential for inequities
in property tax assessments in the long run.

Uncertainty Reigns

The uncertainty for taxpayers is not limited to
when the next assessment cycle will begin, the
valuation date to be used, or the reassessed
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value of a property. Indeed, Canada’s aggressive immigration
targets and Ontario’s new measures to facilitate the building
of more homes have raised fresh concerns about the level of
taxation that will be required to support these initiatives and
allow municipalities to provide essential services. Mayors from
various municipalities across Ontario have mused publicly about
having no choice but to raise property taxes, and some municipal
budgets for 2023 already include such increases.

The province has also contributed to the high level of uncertainty
surrounding Ontario property taxes in other ways. In its 2022
budget, the provincial government announced that it had
completed its Property Assessment and Taxation Review, with
input received from several different stakeholder groups. However,
while the government noted that its decisions going forward will
be informed by the results of that review, it failed to provide any
details on what might be decided.

Adding to the mystery, last fall's economic statement only noted
that the government intends to automatically match property tax
reductions for small businesses in all municipalities that adopt
the small business property subclass—a measure that was first
proposed over two years ago and came into effect for 2021.

The province has several options to address the current situation,
but it hasn't provided a clear indication of its plans. Will Ontario
introduce a shorter valuation cycle? If so, will that be a one-time
adjustment or a permanent change? Other Canadian provinces
use valuation cycles between one and three years. If made, how
would such a change impact a taxpayer’s right to appeal?

Due to the uncertainty, it has perhaps never been more difficult to
budget an organization’s future Ontario property tax burden—at
least beyond 2023—with the property value, tax rate, and length
of the assessment cycle all currently unknowns.

This high level of uncertainty and apparent lack of direction by
the province might lead many property owners and tenants to
the conclusion that nothing can be done to address their Ontario
property tax situation.

Common Misconceptions

In addition, taxpayers might be tempted to think that their
property taxes are lower than would otherwise be the case due
to an assessment value that is out of date and clearly lower than
the property’s current market value—a common misconception.

The valuation is just one element in the property tax equation.
In Ontario, the Municipal Property Assessment Corporation
(MPAC) determines the assessment value for all properties, but
the various municipalities set municipal tax rates based on their
revenue requirements to provide municipal services. The province
legislates the framework under which property taxes are levied
and sets education property tax rates.

In simplest terms, while a dramatic increase or decrease in the
valuation of a property could affect an organization’s property
taxes, the tax rates set by the province and municipality are an
equally important part of the calculation. If property values are

higher due to a new valuation, the impact of that change in value
might be offset by a reduction in the tax rates for that particular
property class, and vice versa. In the end, it's the level of revenue
required to provide an adequate level of services by both the
province and the municipality where a property is located that will
determine the property tax amount.

The value of a property assessed by MPAC can be challenged,
resulting in a change to the property tax owing. Indeed, there are
usually multiple ways to calculate a property’s value, and it's not
uncommon for two buildings in the same vicinity to have widely
different market values, which may or may not be reflected in recent
selling prices. Expert analysis is often required to determine the
correct approach to the valuation of a property and an appropriate
market value. Unfortunately, many taxpayers are under the
impression that there is currently no basis to challenge a property
value, given that MPAC hasn't issued a reassessment since 2016.

Appeals Still an Option

In fact, there are several reasons Ontario taxpayers should consider
filing an appeal in this seventh year of the present assessment
cycle. For example, if the pandemic or other factors have had a
detrimental impact on the value of a property, an appeal should
be considered, even if an appeal was previously filed and resolved
in an earlier year of the current cycle.

In addition, appeals should always be considered whenever any of
the following has occurred:

+ A new property has been acquired in the past year;

« There has been a significant change in use in all or a
portion of a property;

+ Physical changes to a property have been experienced,
such as demolition, contamination, addition, and
renovation; or

- There has been a recent appeal decision on a
neighbouring property.

Appeals or requests for reconsideration can still be filed for 2023
assessments under the extended cycle. Taxpayers have an annual
right to appeal property taxes in Ontario, regardless of assessment
cycle length. The deadline to file is March 31, 2023.

Furthermore, in the event that the province decides to further
extend the assessment cycle (as was done last year), an appeal
filed for 2023 would automatically apply to 2024. Property owners
and tenants can also benefit from successfully challenging an
assessment value in the current cycle by establishing a lower
valuation base for future assessments or the potential calculation
of any phased-in increases.

Eligibility for Rebates

Property owners are also reminded that rebates may still be
available to recover Ontario property tax paid where a property
has experienced a significant change in value over the course of a
year due to specific events.

In addition to the ongoing impact of the pandemic, various



significant events can give rise to municipal property tax rebate
eligibility, including:

Demolition of a property or any part of a property;

Damage to property due to fire or other causes, such as
flooding, storm damage or other "Acts of God", where
the property or a portion of the property is rendered
substantially unusable for the purposes for which it was

used immediately prior to the damage;
Repairs or renovations that are extensive enough to
prevent the normal use of the property, or a portion of it,
for a period of three months or more; and

- Vacancy lasting 90 consecutive days or more in a
commercial or industrial space (only available for
qualifying circumstances in certain municipalities).
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Applications for rebates of municipal property tax paid in 2022
must be filed by February 28, 2023.

Ryan continues to monitor the situation in Ontario closely and will
advise taxpayers once information on the next Ontario property tax
assessment cycle is made available. We also continue to work with
our clients to ensure only fair property tax amounts are assessed.

For further information or to discuss your property tax situation in
either the current or a future assessment cycle, please reach out to
your Ryan representative.
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Overcoming BarriersitQuimm

Tax Function Transformation

Transforming a company’s tax function is a priority for most tax
department leaders. However, a recent survey of senior tax and
finance executives in Europe revealed numerous barriers standing in
the way. The top barrier cited by tax executives, according to a poll
conducted by Industry Dive, a top business journalism company,
in conjunction with Ryan, was that the tax function isn‘t viewed as
a source of strategic value. Conquering
this bias is a key step in the strategic
evolution of the tax function within
today’s organizations.

Tax executives can prove the
strategic value of the tax function
by overcoming other barriers to
transformation. Therefore, achieving
this transformation sets up a self-
fulfilling prophecy: The transformed tax
department is viewed as and becomes
a source of strategic value for the company, as it becomes
more efficient and effective in its day-to-day operations. “Tax
executives have two choices: persist in the status quo or build
a compelling business case for change,” says Andrew Burman,
Principal, Tax Transformation, at Ryan.

Common Barriers to Tax Transformation

Perspective bias aside, let's review the other most common barriers
cited in the survey and potential solutions to overcome them.

Compliance consumes bandwidth

Too often, tax professionals can become stuck in a low-level,
repetitive compliance loop, devoting so much time to compliance
and auditing tasks that they don't have room to work on strategic
goals or pathways to improve efficiencies and, thus, company profits.

Solution: While compliance is integral, tax teams can make
the compliance process more efficient with the help of more
resources, such as implementing tools and technologies and, in
some cases, outsourcing. Efficiency can also come from improved
data, processes, and digital systems.

Lack of time to develop knowledge

This is related to the compliance loop barrier. Tax teams often
lack the time to strategize, plan for, and carry out tax department
transformation and integrate best practices because day-to-day
tasks get in the way. In the survey, 36% of the tax executives and
27% of the finance executives cited “no time to develop and
implement strategy” as a barrier to tax transformation.

Solution: The challenge presented by a lack of time can be the

Tax executives have two choices:

persist in the status quo or build a
compelling business case for change

opportunity to undertake purposeful automation of manual,
repetitive, and time-consuming tasks, presenting a solution to
the status quo, while also improving efficiencies. Taking account
of simple tasks that could be automated can save valuable time,
as opposed to opting only for large-scale, complex automation
projects that may take more time and resources to implement.

Outsourcing can also be a solution for
tax function areas that are not core
competencies of the internal team,
such as value-added tax (VAT) or GST/
HST compliance. This helps to ease time
and resource constraints because of the
nature and complexity of extracting
and providing data on a regular basis,
potentially to multiple tax authorities,
ultimately freeing up the tax team to
work on more strategic, higher priority,
value-add projects.

Increasingly complex regulations

In Europe, increasingly complex VAT regulation is forcing tax
departments to invest significant resources in understanding,
planning for, and complying with new rules.

Solution: Regulations that are perceived as a burden can actually
become an opportunity. Capitalizing on the detailed data
collection required by tax authorities, tax leaders can advocate
with IT and CFOs for upgrading technology to collect real-time
transactional data and improve data transparency and use across
the entire organization.

Insufficient technology

In the survey, 52% of the tax executives and 42% of the finance
executives said “dated technology that needs to be upgraded first”
was a barrier to tax transformation. The barrier to transformation
cited most by finance executives, and the second-most by tax
executives, was “‘competing technology objectives and cost,”
which indicates the importance for tax leaders to stand apart with
a compelling narrative for technology investment.

Solution: Tax leaders need to argue the benefits for tax
technology investment: reduced audit risk; increased tax
employee efficiency; improved tax talent recruiting and retention;
and sustained return on investment as the tax department
uncovers profit opportunities. It is also beneficial to understand
what technology is already available within the organization and
how it could potentially be utilized more effectively or by other
departments, including tax.
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Ineffective communication

Nearly half of the tax executives in the survey cited three separate
but related issues as barriers to transformation: “don’t know where
to start,” "unclear transformation vision and agenda,” and “no
leadership pushing transformation.”

Solution: The tax department leader needs to have a clear
vision, build a roadmap for transformation, and a business case
for change. They need to communicate their vision and advocate
for it within the Csuite. Tax professionals can benefit from
collaboration through association memberships and networks
to brainstorm best practices, hear about real-life case studies,
and discuss what has worked in various circumstances for other
organizations. An outsourced tax transformation partner can also
assist in bringing your vision to life, step by step.

Custom Solution Needed

“When it comes to building a technology transformation roadmap,
it's not a one-size-fits-all process,” said Jun Miyake, Tax Technology
Principal at Ryan. "What we typically do when building a roadmap
for a client is to first determine what technology they have. Then we
build a process of change for the short, medium, and long terms.
We don't align ourselves to one particular product as such but try
to make the most of what they already have. If they don't have the

right products, then we recommend what's most appropriate for
their circumstances and that can be delivered quickly.”

To accomplish tax transformation, tax leaders must overcome
multiple hurdles, starting with the perception that the tax function
isn't a source of strategic value. Tax executives can change that
perception and achieve their transformation goals by improving
compliance efficiency. They can also better utilize existing tools
within the organization and advocate for technology upgrades
to improve data collection and management, while building a
roadmap for tax transformation. To review the extensive insights
of the recent survey of tax and finance executives across Europe,
download our report “Building a Case for Change - How to
Amplify the Strategic Value of Your Tax Function” now.

Jun Miyake
Principal, Tax Technology

jun.miyake@ryan.com

Andrew Burman
Principal, Tax Transformation

andrew.burman@ryan.com

Taxable Benefits Deadlines Approaching

Any time a gift, award, perk, or other benefit is provided to
an employee in Canada, it may be considered additional
compensation beyond their regular salary or wages — a taxable
benefit. Taxable benefits can create multiple Canadian tax issues
for an employer.

For income tax purposes, determining if a benefit provided to
an employee is taxable can be challenging. Any good or service
that is personal in nature and has an economic value can be
considered a taxable benefit, regardless of whether it is provided
to the employee directly, arranged through a third party, or paid
through an allowance or expense reimbursement.

Once identified, the value of an employee’s taxable benefit must
be correctly calculated. Generally, this will be based on the fair

market value of the benefit, including any GST/HST and PST
payable by the employer (or PST that would have been payable
had the employer’s purchase not been exempt). The employer is
required to add the value of the taxable benefit to the employee’s
income, calculate the appropriate payroll deductions, and report
the value of the benefit on the employee’s T4 or T4A information
slip. The deadline to issue employee T4 and T4A slips for 2022 is
February 28, 2023.

In addition to the income tax obligations, certain taxable benefits
may trigger a required GST/HST and/or QST remittance on the
value of the benefit. Overlooking this requirement is a common
audit exposure and this issue is routinely audited by both the
Canada Revenue Agency and Revenu Québec.
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Common taxable benefits that can lead to sales tax remittance
requirements include:

- Personal use of an employer-provided motor vehicle;

- Employer-provided parking;

- Employee reward programs, where employees receive

points that can be redeemed for gifts or awards;

- Trips, prizes, gifts, and awards;

- Entertainment and sports event tickets;

- Board and lodging expenses;

- Cell phone and internet services;

- Tools which an employee is required to have to perform

their work;

- Counselling services, such as financial advice or income
tax return preparation; and

- Subsidized meals where the employee does not pay a
reasonable amount.

The GST/HST or QST remittance related to taxable benefits must
be reported on the return covering the last day of February in the
year following the previous calendar year. For monthly filers, the
sales tax remittance for 2022 will be due with the February return
on March 31, 2023.

For more information, see Taxable Benefits Deadlines Approaching.

Automobile Deduction Limits and Expense Benefit Rates

Increased for 2023

The Department of Finance Canada has announced the
automobile expense deduction limits and prescribed rates for
automobile operating expense benefits that will apply for the
2023 taxation year.

The new limits and rates, effective January 1, 2023, are as follows:

- The limit on tax-deductible per kilometre allowances
paid to employees for using their personal vehicles for
business purposes has been increased by seven cents
to 68 cents per kilometre for the first 5,000 kilometres,
and 62 cents per kilometre thereafter. The rates are four
cents per kilometre higher in the Northwest Territories,
Nunavut, and Yukon.

- The capital cost allowance limit for passenger vehicles
purchased in 2023 has increased by $2,000 to $36,000
and $61,000 for eligible zero-emission passenger vehicles
(plus applicable federal and provincial sales taxes). This
results in a maximum allowable input tax credit of $1,800
for GST paid and $4,680 or $5,400 for HST paid at 13% or
15%, respectively, for most passenger vehicles acquired
in 2023.

Upcoming Property Tax Deadlines

Property owners and tenants are reminded that property tax
appeal and rebate deadlines are approaching rapidly in several
Canadian jurisdictions, including:

- Ontario — rebate applications for municipal property
tax paid in 2022 are due by February 28, and appeals
or requests for reconsideration for 2023 property tax
assessments must be filed by March 31;

- The limit on deductible leasing costs has been increased
by $50 to $950 per month (plus applicable federal and
provincial sales taxes) for leases entered in 2023. Thus,
the maximum allowable ITC that may be claimed in
respect of an automobile lease entered in 2023 is $47.50
per month for GST paid and $123.50 or $142.50 per
month for HST paid at 13% or 15%, respectively. Note
that it is the year in which a lease is entered, and not
the year in which the lease payments are made, which
determines the lease limit amount.

- The general prescribed rate used to determine the
taxable benefit related to the personal portion of the
operating cost of an employer-provided automobile has
increased by four cents to 33 cents per kilometre. For
taxpayers employed principally in the selling or leasing
of automobiles, the prescribed rate is now 30 cents per
kilometre.

Quebec has recently announced it will adopt the same limits and
rates for 2023.

- Alberta — the appeal deadlines for 2023 municipal
property tax assessments in Calgary and Edmonton are
March 13 and March 24, respectively; and

- Quebec - the deadline to file a request for review for
the 2023 triennial property tax assessment roll, which
covers Montreal, Levis, Rimouski, and several other
municipalities, is April 30.

For further information on these and other recent tax developments, please visit our News & Insights
page or contact the Ryan TaxDirect® line at taxdirect@ryan.com or 1.800.667.1600.


https://www.ryan.com/canada/about-ryan/news-and-insights/2023/2022-taxable-benefits-deadlines-approaching/
https://www.ryan.com/canada/about-ryan/news-and-insights/
mailto:taxdirect%40ryan.com?subject=Ryan%20Market%20Trends

Ryan Tax Review - February 2023

TRe Importance of Complying with Customs Legislation

Canadian customs legislation sets out an Administrative Monetary
Penalty System (AMPS) that is administered by the Canada
Border Services Agency (CBSA). Under the AMPS, significant
penalties can be levied against persons for failing to comply with
or contravening the Customs Act, Customs Tariff, or any related
regulations under those legislative acts.

The AMPS is intended to ensure a level playing field and promote
compliance by imposing a cost, in the form of monetary fines, for any
instances of non-compliance in respect of commercial transactions.
The fines serve as an alternative to harsher enforcement tools, such
as seizure, forfeiture, and criminal prosecution—all of which remain
available to the CBSA when warranted under the circumstances.

AMPS penalties are not limited to importers; they can be levied on
an exporter, broker, warehouse operator, carrier, freight forwarder,
or any other person found to be in contravention of the legislation.
Note that any person hiring a customs broker remains responsible
for the import or export transactions undertaken on their behalf
and, as a result, may be subject to applicable penalties.

Review Recommended

Business systems and procedures should be reviewed regularly
to confirm that customs compliance and reporting obligations
are being met for all import and export activities. As part of this
review, it may be necessary to consult with third party service
providers, such as customs brokers or consultants. Organizations
should ensure that the correct tariff classification, origin, and
valuation is used for all imports and exports. In addition,
adherence to any applicable reporting or release requirements
should be verified. Equally as important, organizations must
ensure that adequate supporting documentation is retained to
support their compliance during CBSA verification procedures.

Significant Penalties

AMPS penalties may be applied whenever non-compliance is
detected, either at the border or during post-transaction verification
procedures. Penalties vary depending on the severity of an
infraction. Most AMPS penalties are progressive, with higher penalty
amounts levied on subsequent instances of the same infraction, but
penalties may also be flat amounts and, less often, a percentage of
the value for duty.

Specific penalty amounts have been established based on the
severity of an infraction, considering its potential impact on Canada’s
national security and economy, the health and safety of citizens,
and any international commitments by the federal government.
Penalties range from a warning (with no fine) to a fine of up to $8,000
for repeated offences of a serious infraction. The maximum penalty

' This article summarizes information provided by the Government of Canada in
Customs Memorandum D22-1-1, "Administrative Monetary Penalty System”, published
by the Canada Border Services Agency on May 8, 2020.

e s e

amount for a single contravention is $25,000. As a matter of policy, the
CBSA will typically only apply one AMPS penalty to a single instance
of non-compliance, even if multiple infractions have occurred.

Compliance History

Contraventions are tracked by the CBSA using an organization’s
customs business number (BN). Progressive AMPS penalties are
subject to a record retention period of 12 or 36 months, depending
on the infraction, and this is used to determine whether a penalty
for a subsequent incident should be calculated at a higher level.
Note that multiple occurrences of the same infraction identified
simultaneously are generally assessed at the same penalty level.

In addition to raising potential penalty levels, a poor compliance
record can draw increased CBSA scrutiny of an organization’s
activities. On the other hand, a strong history of compliance can
make an importer eligible to participate in one of the CBSA's
expedited processing programs.

Common Issues
According to the CBSA, AMPS penalties are routinely levied for the
following issues:

Failing to pay duty;

Failing to provide required information;

Failing to report goods;

Unauthorized removal of goods from a warehouse; and

Direct delivery of goods prior to proper release from
customs.

Interest and Further Penalties

Details on a contravention and the penalty amount are issued to
importers in a Notice of Penalty Assessment (NPA — Form E650).
AMPS penalties are in addition to any customs duty owing on
related goods and will be subject to interest at prescribed rates
(and potential further penalties) if the amount owing remains
unpaid 30 days after the NPA date.

Formal procedures are in place for organizations to request the
reduction or cancellation of an incorrect or unfair AMPS penalty,
and certain contraventions may be appealed to the Federal Court
of Canada. Further information on the CBSA's AMPS may be found in
Customs Memorandum D22-1-1.

Please do not hesitate to contact your Ryan representative if you
have any questions or concerns about your organization's customs
compliance.

Maureen Gilfoy
Director, Customs Duty
maureen.gilfoy@ryan.com
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https://ryan.zoom.us/webinar/register/WN_dm4SE5PVRCGC0nImAmZqPA
https://ryan.zoom.us/webinar/register/WN_hRjh1kcPQS2E6lmpDUT2Yg
https://ryan.zoom.us/webinar/register/WN_I0EbDc9XTZidxBcqVKhJng
https://ryan.zoom.us/webinar/register/WN_OLz_KmyKTXmDaxKUPIxAzw
https://ryan.zoom.us/webinar/register/WN_pbNKZhEqQwWODAmKGCpvgw
https://ryan.zoom.us/webinar/register/WN_lEk-QlU0SkydsMPDi_0FcA
https://ryan.zoom.us/webinar/register/WN_4Sg41KphRka779rNT3m45A
https://ryan.zoom.us/webinar/register/WN_ItNYucwBTZy8Wta0sNMUGg
https://ryan.zoom.us/webinar/register/WN_tvV0lARlRUangHCSVvfL5g
mailto:info%40ryanco.ca?subject=
http://ryan.com/Canada
https://ryan.com/canada/about-ryan/events--webinars/
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https://web.mentorworks.ca/wbn-2023-03-08-agriculture-businesses?utm_campaign=Ryan&utm_source=Ryan&utm_medium=Newsletter&utm_term=Agriculture%20March%20Webinar
https://web.mentorworks.ca/wbn-2023-03-23-hiring-and-training?utm_campaign=Ryan&utm_source=Ryan&utm_medium=Newsletter&utm_term=Hiring%20Training%20March%20Webinar
https://web.mentorworks.ca/wbn-2023-04-05-top-funding-for-spring-summer-2023?utm_campaign=Ryan&utm_source=Ryan&utm_medium=Newsletter&utm_term=Top%20Funding%20Spring%20April%20Webinar

