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OPINION & ANALYSIS

Earlier this month, the Tax
Court of Canada was con-
fronted with an odd situa-

tion. The Canada Revenue Agen-
cy had apparently double-count-
ed a corporation’s income and
assessed it for tax it did not owe.
Contrary to what you might ex-
pect, the court ruled in favour of
the CRA. The court said the cor-
poration had failed to formally

object to the assessment in a
timelymanner and that its hands
were tied.
There are checks and balances

under Canada’s tax regime. Both
taxpayers and the CRA have
rights and obligations but, as this
case suggests, the pendulum has
swung too far toward the govern-
ment. It is time to rein in the CRA.
Amarpal Singh is a real estate

agent in British Columbia. In
2019, his personal corporation re-
ceived a tax reporting slip from a
realty company showing com-
mission income of $53,258. Mr.
Singh’s company then received
an amended slip reporting slight-
ly more income, of $55,074. Such
paperwork, like any tax slips, was
also sent to the CRA.
Given the discrepancy, the

CRA sent an audit query letter.
What followed is unclear. Mr.
Singh said he did not recall re-
ceiving the letter. Then there was
a second letter. Mr. Singh said he
spoke with the CRA after that,
but the court said his memory
was “sketchy at best.”
Ultimately, instead of conclud-

ing that Mr. Singh’s amended tax

slip replaced the original, the
CRA combined the two and as-
sessed tax based on total income
of about $108,000.
Under Canadian tax rules, the

corporation had 90 days from the
date of the assessment to file a
formal objection seeking relief,
and then one further year to ask
the CRA to extend the 90-day
deadline. It did neither, and the
court said it therefore had to dis-
miss the corporation’s appeal.
On its face, the result seems

patently unfair. Mr. Singh’s cor-
poration could now apply for
what is called a “remission or-
der,” asking for a refund of the
tax. Historically, about 10 to 15
such orders are issued each year
to address issues such as finan-
cial hardship and government er-
rors. However, there is never a
guarantee that an order will be is-
sued.
Mr. Singh’s predicament is not

an isolated case. It is not uncom-
mon for the CRA to issue assess-
ments before disputes are resolv-
ed, and one of the reasons ap-
pears to be a focus on assessing as
much tax as possible.

The CRA’s headcount has bal-
looned from less than 40,000
employees in 2016 to close to
60,000 today. Each federal bud-
get seems to allocate more re-
sources to the CRA, with a prom-
ise that tax revenue assessed and
collectedwill far outstrip the gov-
ernment’s new spending.
It is therefore not surprising

that many tax auditors decide to
end further dialogue and simply
assess tax, leaving it to the CRA
appeals branch or the courts to
sort things out – and taxpayers
such as Mr. Singh with the time
and expense of continuing the
battle. Many such assessments
are later overturned: In a 2018 re-
port, the Auditor-General said
that, when objections are filed,
60 per cent of assessments are
fully or partially reversed even
before going to court.
The pendulum favours the

CRA in other ways as well. The
government keeps granting it ad-
ditional enforcement powers. For
example, last year’s federal bud-
get proposed several new rules,
including giving the CRA the
power to compel taxpayers to an-

swer questions under oath, as
though a tax audit was a trial.
Canada has a Taxpayer Bill of

Rights. It was first published in
2007 and lists 16 rights, including
“to pay no more and no less than
what is required by law.” So, what
happened to Mr. Singh’s corpora-
tion? The Bill of Rights is an ad-
ministrative document with no
legal standing, and the corpora-
tion’s right to only pay the cor-
rect amount of tax evaporated
when it missed the deadline for
filing a formal objection.
Canada should legislate tax-

payer rights as part of our tax
code. For example, a taxpayer
should be able to object to an as-
sessment at any time if the
amount assessed is the result of
carelessness or neglect on the
part of the CRA. Taxpayers
should not be compelled to testi-
fy under oath as part of a routine
audit. And, for individuals and
small businesses, the burden of
proving the correct amount of
tax owing should lie with the
CRA, not with the taxpayer, pro-
vided the taxpayer has fully co-
operated during the tax audit.

We must rein in the increasingly powerful CRA
Tax Court of Canada
earlier this month ruled
in favour of the agency
after a corporation
was assessed for tax
it did not owe
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U .S. President Donald
Trump’smercurial tariff ul-
timatums and territorial

designsonCanadajustmaybethe
shock therapyour leadersneed to
awaken from a homegrown
threat: our national electricity
planning stupor.
Ever since the first power lines

were laid, Canada has generated
and delivered electricity within a
collection of provincial fiefdoms,
each jealously guarding its consti-
tutional jurisdictionover electric-
ity at the expense of smart plan-
ning – and energy affordability –
for Canadians.
The existing approach might

satisfy localpolitical interests, but
it creates a dangerously ineffi-
cient and fragile national system
that harms Canadian consumers
and makes businesses less com-
petitive.
We need a new approach to de-

livering electricity built on inter-
provincial planning. By co-ordi-
nating and connecting grids cur-
rently stranded behind jurisdic-
tional boundaries,we can create a
resilient, more affordable energy
system for all Canadians.
Theadvantageof larger region-

al planning areas lies in their re-
source diversity. Different regions
possess varying sources of gener-
ation, from hydropower to wind,
solar and thermal energy. When
connected through robust trans-
mission networks, the integrated
system optimizes generation
across a broader geographic foot-
print.
A regional systemalsoaddress-

es issues of renewable energy var-
iability, as wind patterns and
cloud cover affecting generation
inoneareaoftendiffer elsewhere.
By linking these areas, aggregate
variability decreases significantly,
reducing the need for expensive
backup generation.
Even before Mr. Trump’s tariff

threats, Canada was on track to
waste billions of dollars on ineffi-
cient and redundant infrastruc-
ture. Studies suggest the cost of
provincial electricity trade bar-
riers exceeds $2-billion annually
in forgone economic benefits.
This does not mean building

one big power line connecting
Charlottetown toVictoria. The so-
lution lieswith co-ordinated elec-
tricity planning and interregional
governance structures.
The Canada Electricity Adviso-

ry Council, establishedby the fed-
eral government in 2023, was a
missed opportunity to build this
new model (disclosure: I was a
member). It became stuck in the
status quo of electricity trade bar-
riers that contribute to isolation,
lowerresilienceandhighercosts–
proving again that there is no role
for the federal government in
electricity planning. It has no ju-
risdiction and tends to meddle
unhelpfully.
Regional co-ordination must

be driven by the regions them-
selves.Fortunately, thereareplen-
tyofmodels tohelpovercomethe
tension between provincial au-
tonomy and electricity optimiza-
tion.Multistateelectricitygovern-
ancebodiesarecommonpractice.
TheUnitedStateshas six “reliabil-
ity councils,” each of them plan-
ning the electricity needs for 30
million to 50 million Americans
across state boundaries – except
for Texas, the only state with a
self-contained grid. The Austra-
lian Energy Market Operator
manages planning and reliability
for 80 per cent of Australia’s elec-
tricity consumption across its
most populous states.
Canadian provinces participa-

te inAmerican reliability councils
throughtheNorthAmericanElec-
tric Reliability Corporation. But
here at home? One electricity
planner for Prince Edward Island.
One for New Brunswick. One for
Manitoba. And so on.
Enhanced reliability from re-

gional integration is compelling.
When Texas faced its 2021 winter
storm, the state’s isolation from
neighbouring grids limited its
ability to import emergency pow-
er. By contrast, blackouts were
prevented in other parts of the
U.S. where emergency power
couldbe transmitted thanks to re-
liability councils and transmis-
sion interties.
Alberta – the Texas of Canada

from an electricity perspective –
faces similar challenges with
power shortages and skyrocket-
ing electricity prices because of
increasing weather variability
and the province’s small, isolated
market. Stronger connections to
neighbouring provinces would
provide crucial backup power.
The same applies to Manitoba,
which faced drought conditions
affecting hydroelectric output in
2021.
The economic benefits of co-

operation extend beyondmanag-
ing variability and crises. Larger
markets create competition
among generators, driving down
wholesale electricity prices. This
explains Alberta’s protectionism
(other than for oil and gas):
Neighbouring provinces have
public systems that provide elec-
tricityatmuchlowercost thanthe
private market in Alberta. Trade
would lower electricity costs for
Albertans and cut private energy
companies’ profits. Protection-
ism is good for companies, and
bad for everyone else.
The steps to dismantling inter-

provincial barriers are clear: cre-
ate regional planning (reliability)
councils. Harmonize provincial
market and regulatory frame-
works. Co-ordinate long-term
planning for transmission infras-
tructure. And ensure transparent
mechanisms for sharing the costs
and benefits of interprovincial
projects.
Dismantling interprovincial

barriers and embracing regional
planning will create an electricity
system that delivers affordable,
reliableandsustainablepower for
all. That would be a win for Cana-
dians, even if it takesMr. Trump’s
tariff threats to get us there.

Canada needs a
less-fragmented approach
to delivering electricity
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The trade war with the U.S. has drawn
Canadians’ attention to the need to
strengthen our economy and make it
less reliant on others. That cannot be

done without fixing our broken capital mar-
kets.
During the past 20 years, the number of op-

erating companies listed on the Toronto Stock
Exchange has dropped by more than 35 per
cent. Over that period, the three-year average
number of TSX operating company IPOs has
dropped from 40 to less than two per year, and
the average amount raised on those IPOs has
dropped from$3.5-billion to less than$1-billion
per year. The decline is stunning.
This is a major problem for Canada’s busi-

nesses and our economy as a whole. It also di-
rectly harms Canadian families and retirees.
The weakness of Canada’s capital markets and
resulting reliance on foreign sources of capital
threatens the country’s economic sovereignty.
The lack of healthy domestic publicmarkets

hinders access to capital for Canadianbusiness-
es. This makes it more difficult for them to im-
prove productivity and remain competitive. It
also forces Canadian businesses to seek capital
elsewhere. Large companies may be able to ac-
cess theU.S. publicmarkets, but thismeans for-
eign ownership and regulation by the U.S. gov-
ernment. Smaller and medium-sized compa-
nies must rely on private capital – often also
from foreign sources – which typically involves
limited investment time horizons, significant
debt burdens and less transparency than the
public markets.
Then things get worse. Private owners need

to monetize their investments. If a Canadian
IPO is not viable, the typical exit pathwould be
the sale of the Canadian business to a foreign
company or private investor. Foreign owner-
ship costs Canada our head offices, our human
capital and our intellectual property. The flight
of intellectual property discourages its future
development, and the knock-on effects of this
may be felt for generations.
Most Canadians are not able to directly in-

vest in private equity firms or private compa-
nies. Without a broad range of stock-exchange
listed Canadian businesses to invest in, Cana-
dian familieshave limited investmentopportu-

nities. This problem especially affects retired
Canadians who rely on income-generating in-
vestments. The decline of Canada’s public cap-
ital markets thus increases economic inequal-
ities between the wealthiest Canadians, who
can invest privately, and average Canadians,
who rely on the public markets.
Provincial securities regulators can help by

removing some of the barriers to companies
going public and remaining public in Canada.
These changes are important, but studies have
shown that alone they are unlikely to reverse
the downward trend.
We need our federal government to kick-

start the reversal by using fiscal and tax policy
to encourage businesses to list and stay listed
on Canadian stock exchanges, and to incentiv-
ize Canadians to invest in them. A range of po-
tential creative solutions – some based on
adapting successful precedents – are available
for different types of businesses and industries.
Investors in some resource exploration and

development companies, for example, can
convert potential future losses into current
capital where the companies “flow through”
those losses to their shareholders. Such “flow
through” structures could be adapted to en-
courage investment in publicly listed technol-
ogy and other growth-oriented companies.
This could ignite fresh capital markets activity
in a critical sector of the Canadian economy.
On the other hand, for retirees and other

Canadians who need investments that yield
steady cash flow, it may be worth adapting a
“made inCanada” capitalmarkets product that
was highly popular in the early 2000s: the in-
come trust. The vast majority of TSX IPOs in
this period used this structure, which not only
enabled mature Canadian businesses to access
capital and grow but also attracted non-Cana-
dian businesses to list on the TSX. Concerns
about potential tax leakage could be addressed
by limiting the use of this structure to smaller
and medium-sized companies.
Other potential solutions could include re-

duced corporate tax rates for companies that
go public, capital-gains tax relief for share sales
after an IPO, accelerated tax deductions for IPO
costs, and other tax credits or incentives for in-
vestment in small and medium-sized public
companies.
So long as our capital markets are unattrac-

tive to companies and investors, the Canadian
economywill remain vulnerable to attack. Ifwe
soon head into a federal election as expected,
we should call on all parties to seize this oppor-
tunity and proposeways to revitalize our Cana-
dian capital markets. Our economic sovereign-
ty depends on it.
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