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Tax Byte - November 4, 2025

CALU Reacts to Budget 2025

November 4, 2025 - The Minister of Finance and National Revenue, Francois-Philippe
Champagne, tabled the federal government’s 2025 Budget “Canada Strong” earlier
today. Following are highlights and reactions to the top five measures of greatest interest
to leaders in the life insurance and financial advisory industry.

We also note that Budget 2025 does not propose any changes to personal or corporate
tax rates or the tax rules governing life insurance products. CALU is disappointed that
Budget 2025 does not contain any measures related to the promised reform of the
corporate tax system reform, or to the RRSP/RRIF contribution and withdrawal rules.

Budget 2025 briefly states that the “government remains focused on empowering
Canadians—by lowering costs, expanding opportunity, and protecting the vital social
programs Canadians rely on, from child care to dental care to pharmacare.”

1. 21-year rule for trusts

The Income Tax Act contains an anti-avoidance rule for trusts that prevents the deferral
or avoidance of the application of the 21-year deemed disposition rule where property of
a trust is transferred directly to another trust on a tax-deferred basis.

Budget 2025 proposes to extend the application of this rule to tax-deferred transfers
made by a trust indirectly to another trust. The material includes the example of a
trust distributing on a tax-deferred basis property to a corporate beneficiary owned by
another trust which, in effect, allowed for the deferral of the deemed disposition of
property held in trust beyond the 21° anniversary of the transferor trust. This type of
transaction was included in the list of Notifiable Transactions by the CRA and the CRA
had previously stated that it would apply the General Anti-Avoidance Rule. The proposed
change appears to codify the CRA’s position.

The expanded rule will apply to transfers on or after Budget Day.
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2. Post mortem planning

Budget 2025 confirms that the government will proceed with the measures
announced in the August 2024 technical amendments to extend the application of
postmortem planning provisions (subsections 164(6) and 112(3.2)) to the first three
taxation years of a graduated rate estate. CALU is pleased that Finance Canada has
committed to proceeding with this proposed enhancement to assist business owners
with postmortem planning.

3. Bare trust reporting for 2025

Budget 2025 delayed once again the tax reporting for bare trusts, providing that the
proposed rules for bare trust reporting will now apply starting for trust years that end on
or after December 31, 2026.

4. Underused Housing Tax

We are pleased to report that Budget 2025 proposes to repeal the entirety of the
Underused Housing Tax Act effective for 2025, removing the UHT tax and onerous
reporting by certain residential homeowners. Obligations to report, and any tax payable
and penalties, will continue to apply from 2022 to 2024.

5. Canadian Entrepreneurs’ Incentive (CEl)

Due to the repeal of the capital gains inclusion rate increase, Budget 2025 confirmed
the cancellation of the CEI.



