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*Recommendation 1: Please provide a short summary of your recommendation.

The Canadian Real Estate Association (CREA) recommends the Home Buyers' Plan (HBP)
be indexed to the Consumer Price Index (CPI) in $2,500 increments, in accordance with other
indexed amounts in the tax system, to prevent inflation from eroding its purchasing power.
Since its implementation in 1992, the HBP has been instrumental in supporting over 2.6
million Canadians in accessing home ownership. Indexing is crucial to ensuring that
Canadians have sufficient funds to both build home equity and save for retirement.

Expected cost or savings: From the pull-down menus, please indicate the expected cost or savings of your

recommendation to the federal government and the period of time to which the expected cost or savings is
related.

S5 million -$9.9 million

1 year

Federal funding: Please provide a precise indication of how the federal government could fund your
recommendation. For example, indicate what federal spending should be reallocated, what federal tax
measure(s) should be introduced, eliminated or changed, etc.

The HBP’s value has declined by $1,600 since its withdrawal limit was adjusted in 2009. By
2015, its purchasing power will have declined by ten percent. Under our proposal, this will
trigger an adjustment of $2500, at a cost of $7.5 million. This cost is attributable to a loss in
tax revenue from individuals who increase RRSP contributions in the year they plan to
withdraw from their RRSPs. This loss in revenue would be offset by economic benefits. For

example, in 2011, the HBP resulted in the creation of over 20,600 jobs and $2.6 billion in
spin-off spending.




Intended beneficiaries: Please indicate the groups of individuals, the sector(s) and/or the regions that would
benefit by implementation of your recommendation.

* First-time homebuyers who are often younger and just beginning their careers. Maintaining
the real purchasing power of the HBP will allow them to build home equity and retirement
income simultaneously, growing financial independence and security.

» Canadians who are or who become disabled. Indexing the HBP would serve to maintain its
purchasing power for this segment of population. This is critical to ease burden for this group,
as intended.

* In keeping with Canada’s Economic Action Plan, tradespeople and professionals would
benefit from jobs created by HBP generated home sales.

General impacts: Depending on the nature of your recommendation, please indicate how the standard of living
of Canadians would be improved, jobs would be created, people would be trained, etc.

Indexing the HBP would simply maintain its purchasing power, not enhance it. This would help
ensure the long-term vitality of the Canadian housing market by supporting a continued,
steady introduction of new buyers throughout the housing market cycle. The HBP also
benefits the broader economy with over $2.6 billion in spin-off spending and more than 20,600
jobs touching a variety of sectors. This means jobs and growth for tradespeople, insurers,
construction workers, and professionals, in keeping with Canada’s Economic Action Plan.

Topic:  Personal taxation

Recommendation 2: Please provide a short summary of your recommendation.

CREA urges the federal government to help Canadians sustain homeownership in the wake of
a significant life change. A low-cost effective way to do this is to allow the use of the HBP in
additional prescribed circumstances that include a job loss, the death of a spouse, the

accommodation of an elderly family member or upon a marital breakdown. This would help

promote labour mobility and ease affordability concerns for those needing to re-build their lives
in a different house.

Expected cost or savings: From the pull-down menus, please indicate the expected cost or savings of your

recommendation to the federal government and the period of time to which the expected cost or savings is
related.

unknown

Please select from the drop down menu




Federal funding: Please provide a precise indication of how the federal government could fund your

recommendation. For example, indicate what federal spending should be reallocated, what federal tax
measure(s) should be introduced, eliminated or changed, etc.

Costs for the HBP are solely attributable to a loss in tax revenue from individuals contributing
more to their RRSPs in the year of a home purchase. The HBP effectively amounts to a
zero-interest self-loan. In this context, it would allow Canadians to borrow from their own
savings and maintain financial independence throughout a transitional phase in their life.

Intended beneficiaries: Please indicate the groups of individuals, the sector(s) and/or the regions that would
benefit by implementation of your recommendation.

The principle of using the HBP to support those who experience a significant life change
already exists. Indeed, individuals requiring new housing as a result of becoming disabled
already have repeat access to the plan. CREA’s proposal targets four specific groups who,
due to circumstances beyond their control, may have their ability to maintain homeownership
compromised. For example, in the case of those who are required to relocate after losing a
job, having access to the HBP may allow them to afford a new home in a new location where
jobs are available and housing prices may be higher.

General impacts: Depending on the nature of your recommendation, please indicate how the standard of living
of Canadians would be improved, jobs would be created, people would be trained, etc.

CREA’s proposal to support Canadians through significant life changes by providing access to
the HBP would help them maintain financial autonomy by facilitating what effectively amounts
to an interest-free self-loan. This allows the government to forgo other more costly measures,
like subsidization and tax breaks, designed to achieve the same ends. This targeted support
has the ultimate benefit of helping Canadians while allocating government resources
responsibly. Furthermore, since the HBP is a proven creator of jobs and economic growth, the
economy would also benefit from this proposal.

Topic:  Trade and investment

Recommendation 3: Please provide a short summary of your recommendation.

CREA believes a deferral of previously claimed depreciation (Capital Cost Allowance (CCA)),
for tax purposes, be allowed on an investment property in circumstances of reinvestment in a
similar investment property. Currently, investors who sell an income property often have
insufficient funds after tax to acquire a property of similar value. As a result, this acts as a
deterrent and many hold on to the properties instead of reinvesting. This recommendation
would promote reinvestment and spur revitalization of Canadian communities.




Expected cost or savings: From the pull-down menus, please indicate the expected cost or savings of your

recommendation to the federal government and the period of time to which the expected cost or savings is
related.

$10 million-$99.9 million

1 year

Federal funding: Please provide a precise indication of how the federal government could fund your

recommendation. For example, indicate what federal spending should be reallocated, what federal tax
measure(s) should be introduced, eliminated or changed, etc.

Investment in property triggers renovations, retrofits and redevelopment, which benefits the
economy. Furthermore, since this proposal would trigger federal revenue that otherwise would
not be collected (Capital Gains Tax from property sales, GST/HST and income tax from
spin-off activity), the net cost of this recommendation in the first year is only $12 million. By
year two, it would be net revenue positive earning the government $7 million. All deferred

CCA is ultimately collected when investors decide not to reinvest, or later through their
estates.

Intended beneficiaries: Please indicate the groups of individuals, the sector(s) and/or the regions that would
benefit by implementation of your recommendation.

This recommendation supports smaller investors, tenants and communities. Allowing deferral
of CCA levels the playing field for small investors. Over half of the individuals that would
benefit from this measure have annual incomes below $50,000. An additional 14 percent of
beneficiaries’ incomes are under $75,000. Furthermore, principal business developers already
benefit from tax measures that allow them to defer CCA. This proposal benefits tenants by

encouraging redevelopment, renovation and rejuvenation of communities where these
improvements take place.

General impacts: Depending on the nature of your recommendation, please indicate how the standard of living
of Canadians would be improved, jobs would be created, people would be trained, etc.

By encouraging income property owners to reinvest, this proposal benefits many sectors of the
economy through job creation and economic growth. A typical multi-unit income property
transaction in three of Canada largest cities creates $287,850 in spin-off spending, including
renovations, repairs, professional fees, and revenue for all levels of government. It is also
estimated that more than one job is created for every two transactions. This sets off a chain of

revitalization that can promote more environmentally friendly upgrades, and local small
business and community renewal.




Please use this page if you wish to provide more explanation about your recommendation(s).

CREA's three proposals offer balanced solutions, which weigh individual benefits with greater
economic and social good. Each one has a role to play in maintaining the market cycle that
affords Canada its housing market success. A vibrant and balanced housing market is critical
to Canada’s wider economic vitality and is supportive of Canada's Economic Action Plan.
Indeed, it is estimated that in 2013 alone $22 billion of spin-off activity will be contributed to
Canada’s economy through resale housing transactions. This will create more than 172,000
jobs. In 2014, the housing market’s contribution to the economy is expected to rise to over
$23 billion in spin-off activity and 81,000 jobs. The health of the domestic housing market is
thus critical to Canada’s economy.

CREA's proposals are backstopped by Canada’s strong regulatory framework, which
prevents individuals from buying homes beyond their means. Each also is based on
precedent. In the case of HBP indexation, other important government programs keep pace
with inflation through indexation, including Registered Retirement Savings Plans, Tax Free
Savings Accounts and personal tax exemptions. In the case of extending the HBP, access to
the HBP for those who have experienced a major life disruption already exists for those who
become disabled. Including individuals who have experienced the loss of a job, the death of a
spouse, a marital breakdown or the decision to accommodate an elderly family member is a
natural yet circumscribed extension of this principle. Finally, in the case of CCA deferral, our
recommendation seeks to put small investors on similar footing to principal business
developers by allowing them access to a tax deferral mechanism that encourages them to
reinvest.

By framing our recommendations within these narrow and reasoned parameters, CREA
offers sound solutions that will result in favourable economic and social outcomes for all
Canadians.

*Please note that at least one recommendation must be provided
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