
 
 
 
 
 
 
 
 
 
Dr. Sharadindu Rai 
President, London and District Academy of Medicine 
426 Central Avenue 
London, Ontario 
N6B 2E5 
26/08/2017 
 
 
 
The Honourable 
William F. Morneau 
Minister of Finance 
fin.consultation.fin@canada.ca 
 
 
Dear Minister Morneau, 
 
This letter is written to address serious flaws in a document released by the Ministry of Finance on July 18th titled “Tax 
Planning Using Private Corporations.”1  By way of background, the London and District Academy of Medicine is a branch 
society of the Ontario Medical Association with over 600 physicians.  For over 100 years we have served as the central 
hub for physicians in London and surrounding areas, organized events, served as a referral/information resource for 
patients looking for family physicians, offered resources to practicing physicians, and most importantly we have 
advocated on behalf of physicians.  The aforementioned report issued by your Ministry has several fatal flaws, and on 
behalf of the membership of the London and District Academy of Medicine we are writing to you today to address our 
serious concerns about these proposals. 
 
The issues with the Ministry of Finance’s proposal will be divided into four parts: (1) the Ministry of Finance fails to take 
into consideration that Canada’s high-income earners already face some of the highest taxes in the world; (2) although 
the government claims that it is “committed to gender-based analysis,” the reality remains that women, particularly 
female physicians, will be particularly hard-hit by the government’s ill-conceived proposals; (3) the Ministry’s 
calculations fail to account for the benefits accrued by employees such as pension plans, EI, health/dental benefits, paid 
vacation time which self-employed individuals do not enjoy; (4) the reality remains that Canada remains one of the least 
economically productive countries in the world, and measures need to be taken to support and stimulate the backbone 
of our economy, namely small business, not decimate the Canadian economy with a philosophical proposition that does 
more to weaken the middle-class than to support it. 
 
Minister, Canadians are already taxed to death.  The document your Ministry has released focuses on small business tax 
rates, and the fact that Canadians are increasingly making use of Canadian-controlled private corporations, without 
considering the reasons why Canadians are doing do.  In Ontario, for example, the marginal tax rate for earnings in 
excess of $220,000 has increased from 46.41% six years ago to 53.53%.  Similar increases have occurred in other 
Canadian provinces – Quebec’s top personal income tax rate increased from 48.22% to 53.31% in the same time period, 
and Alberta’s top income tax rate increased from 39% to 48%.  In a 2016 paper from the Fraser Institute titled “Canada’s 
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Rising Personal Tax Rates and Falling Tax Competitiveness”2, the authors comment that “the country’s combined federal 
and provincial top marginal tax rates compared unfavourably to those in the United States and other industrialized 
countries.”  Despite the Ministry’s comment that “increased rewards from incorporation flow in part from the growing 
gap between corporate and personal income tax rates”, the Ministry fails to consider the point that this gap is the 
government’s own creation as a matter of business necessity, not a tax loophole that small businesses are seeking to 
exploit.  The tone of the document depicts these small businesses as tax cheats, when in point of fact these low tax rates 
were constructed by the government itself.  Indeed, Ontario’s government provided self-employed professionals the 
opportunity to incorporate in 2000, and the government of Ontario actively encouraged them to do so3.  The Fraser 
Institute comments that “the fact that Canada’s top tax rates are often applied to lower levels of income than is the case 
in other countries further erodes our tax competitiveness” and “at an income of CA$300,000, the highest threshold in 
which a Canadian combined top rate is applied, Canadians in every province face a higher marginal income-tax rate than 
Americans in any US state.”  The Ministry of Finance has adopted a very narrow view of fairness, in terms of comparing 
the income generated by individuals in a high tax bracket versus the income earned vis-à-vis a Canadian controlled 
private corporation, however it seems to us that a proper measure of fairness is to compare Canada’s tax system to the 
tax regimes of similar industrialized nations in the world.  The authors of the Fraser report comment that “a comparison 
of the Canadian tax system to that of our largest trading partner, the United States, shows that Canada’s personal 
income tax rates are decidedly uncompetitive to those in the United States.”  The Ministry’s own report states that the 
function of these low business tax rates are to “confer a strong competitive advantage to help businesses grow, create 
jobs and innovate.”  If that is truly the case, a true measure of fairness is to compare the Canadian tax regime with that 
of our largest trading partner, the United States:  the Canadian business tax rate is lower than that of the United 
States, but the report fails to account for the fact that this is in large part a consequence of our vastly elevated 
personal income tax rates compared to those in the United States.  The Ministry’s proposal to effectively increase 
corporate taxes is patently unfair when our tax regime is compared to that of our largest trading partner, the United 
States.  Minister, if the number of Canadian-controlled private corporations has increased substantially, it is in large part 
a consequence of a patently unfair tax system versus that of the United States.  The Ministry of Finance has jumped to 
the conclusion that a tax benefit incurred by a corporate entity versus a private individual necessitates an increase in 
taxes on the corporation, when in point of fact the converse is true: it makes much more sense to reduce the personal 
tax rates of Canadians rather than increase the taxes of corporations.  It behooves the Ministry of Finance to reduce the 
tax burden of both Canadians and Canadian corporations, not increase it. 
 
Our second major contention with the Ministry’s report is its erroneous supposition of gender neutrality.  The reality is 
that self-employed female entrepreneurs, and female physicians in particular, are required to take large periods of 
unpaid time off to care for their families.  They do not enjoy the luxury of paid maternity leave found in other public 
sector jobs, such as those of teachers.  Of 2.7 million self-employed Canadians, 1 million are women, and few make use 
of EI benefits4.  Further, self-employment is less common among women compared to men5.  As a consequence, female 
entrepreneurs rely on the use of savings in their private corporations to fund these long periods of unpaid 
maternity/parental leave as well as their retirement.  Multiple firms have analysed the government’s proposal to tax 
passive income growth in these corporations, and determined that this growth will be taxed at a combined rate of 73% 
on active business income6,7,8,9,10.  As a result, the government’s proposal to increase the taxation of passive 
investments held in Canadian-controlled private corporations disproportionately affects women.  Further, small business 
is a major driver of the Canadian economy, contributing between 23-33% of GDP11.  The Ministry’s proposals also 
unfairly target women as they are largely the recipients of dividend income from these corporations, a point which the 
Ministry itself acknowledges but fails to take action on: “Women are disproportionally represented among recipients of 
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sprinkled dividends and income derived from trusts and partnerships (68 per cent and 58 per cent, respectively).”  In 
many of these cases women are providing indirect, and unremunerated, personal support to the business and are reliant 
on the dividend income to meet their own personal needs.  Instead of acknowledging the dividend income strategy as a 
necessary part of running a family business, the Ministry of Finance instead depicts the primary high-income earner as a 
tax dodger aiming to reduce their overall tax burden.  The Ministry’s proposal to tax this dividend income at the highest 
marginal tax bracket of the primary high-income earner presupposes that the dividend is a tax dodge by the primary 
high-income earner, not a legitimate wage earned by the spouse.  The Ministry’s proposal unfairly targets women 
overall but self-employed women in particular, unfairly targets small businesses which are a major driver of the 
Canadian economy, and runs counter to the government’s philosophy of reducing gender inequity. 
 
The third major issue with the Ministry of Finance’s proposals is that its calculations fail to account for the benefits 
accrued by employees such as pension plans, health/dental benefits, and paid vacation time which self-employed 
individuals do not enjoy.  Canadian physicians enter the workforce much later than the majority of Canadians, and do so 
with substantially more debt.  This debt must be paid back in after-tax personal earnings.  After covering basic day-to-
day household expenses and increasing housing costs, there is little money left for debt repayment, let alone retirement 
savings, yet the government proposes to tax the savings of hard-working professionals to pay for its ever-increasing 
contributions to Canadian debt.  At a time when Canadians’ savings are at historic lows, it behooves the government to 
encourage self-employed individuals to save money, not squander it12.  Further, unlike government employees, 
including Members of Parliament, who enjoy a defined benefit pension plan, the reality is that self-employed 
professionals shoulder the considerable financial risks associated with opening and operating our practices as well as the 
risks associated with managing our investments.  The Ministry’s proposal to tax corporate savings at a rate of 73% has 
the effect of discouraging savings, and makes it extremely difficult for many physicians/self-employed professionals to 
save for retirement.  These proposals fail to account for the fact that self-employed individuals need to finance their 
own pensions and benefits.   
 
In addition, the Ministry’s proposals regarding income sprinkling are both detrimental and discriminatory to Canadian 
seniors who rely on the pension income provided to them by self-employed family members: it is patently unfair, and 
harmful, to tax the dividend income which seniors receive from these corporations at the highest marginal tax bracket of 
their family members.  The Ministry’s examples of income sprinkling work from the false assumption that dividend 
income received by family members of these corporations are ultimately paid for with the after-tax income of the high-
income earner and for the benefit of the high-income earner:  that supposition is false when the dividend income 
received by the family member is a matter of necessity and not for the tax-planning benefit of the high-income earner.  
Indeed, the Ministry’s own data show that roughly half of the dividend income reported on T1 returns goes to 
individuals aged 51 and above, with the peak at age 5113.  Statistics Canada data show that seniors’ low-income 
measure, as well as their inability to keep up with the costs of basic good/necessities, has recently increased14.  Statistics 
Canada further comments that “these changes suggest that the low-income rate among seniors is more sensitive to 
economic fluctuations than among other groups because, as indicated by Osberg (2001), there are spikes in seniors' 
income distribution around the low-income threshold such that a small change in their income or the threshold may 
result in a large change in the incidence.”  Given seniors’ extreme sensitivity to price fluctuations, it stands to reason 
that they will be disproportionately, and negatively, affected by the Ministry’s proposed changes to reduce their 
dividend income.  The Ministry’s proposals to equalize a theoretically unfair corporate tax advantage have the practical 
effect of driving more senior citizens into poverty, and drives more seniors to make use of an already strained social 
security system. 
 
Finally, Minister, the reality remains that Canada remains one of the least economically productive countries in the 
world.  OECD data indicate that Canada has the second lowest labour productivity among the G7 nations15, and given 
that small business contributes 23-33% to the GDP of the Canadian economy16, it stands to reason the government 
would introduce measures to spur small business spending by reducing the taxes which they incur.  A basic 
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understanding of Keynesian economics shows that government taxation has the effect of creating deadweight losses to 
the economy, namely economic productivity which is lost and never returns.  As we have pointed out earlier, a much 
more equitable solution to the taxation gap between personal income tax and corporate income tax would be to reduce 
personal income tax, not increase corporate tax rates.  This solution would have the effect of stimulating the Canadian 
economy, not creating more deadweight losses to the Canadian economy as a consequence of the federal government’s 
tax policies.  At a time when the productivity of the Canadian economy lags behind those of other G7 nations, it stands 
to reason that the government would introduce tax policies which benefit the Canadian economy, not butcher it. 
 
Minister, we implore you to stand up for the best interests of Canadians and the Canadian economy.  It is in our best 
collective interests to reduce our overall tax burden, not increase it with more corporate taxes.  In this letter we have 
outlined the negative consequences associated with the Ministry of Finance’s proposed policies, the negative effects on 
Canadian women and seniors in particular, the Ministry’s failure to account for the day-to-day realities faced by small 
business in this country, and how the Ministry’s proposed tax policy will undermine the Canadian economy, not bolster 
it.  We encourage major revision, preferably rescission, of the proposed policy in favour of measures that will benefit 
Canadians collectively.  
 
Canadians, and Canadian businesses in particular, need lower taxes to remain economically competitive with our G7 
neighbours.  Please reconsider the proposed Ministry of Finance policy. 
 
Sincerely, and on behalf of the membership and Executive of the London and District Academy of Medicine, 
 

 
 
Dr. Sharadindu Rai 
President, London and District Academy of Medicine, on behalf of: 
 
The Executive of the London and District Academy of Medicine: 
 
Dr. Rashmi Bhalla 
Dr. Mohamed Mithoowani 
Dr. Christina Paul 
Dr. Zahid Sardar 
Dr. Javeed Sukhera 
 
Signatories to this letter: 
 
Dr. Pravin Batohi 
Mr. Chris Cahill 
Dr. Parwinder Gill 
Dr. Samira Jeimy 
Dr. Marie-Eve LeBel 
Dr. Michelle Maloney 
Dr. John Mount 
Ms. Lin Pridding 
Ms. Joanne Sabiri 
Dr. Cheryl Smits 
 
 


