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Harmonization : McGuinty Code for Tax Increase ?

This past week I asked Mr. McGuinty to give the legislature his assurance that any changes to Ontario's tax policy will not result in additional tax burdens to consumers. What is worrisome is that as usual, the Premier chose not to answer the question, and that may well mean that the March 26th provincial budget will contain what could be one of the most significant tax increases Ontario consumers have had to absorb since the McGuinty health tax. For those interested, the verbatim Hansard record and the video of my exchange with the Premier can be found on my website listed below. 

What prompted me to raise the issue in the legislature was the release of a report this past week that warned that "harmonization" (combining the federal GST and the provincial sales tax) would increase the taxes on new homes in York Region by as much as $27,000 and as much as $47,000 in Toronto. The result would be that home ownership would become impossible for many first time home buyers in Ontario. The building industry already in a downturn would come to a virtual standstill and thousands of jobs would be lost. 

The reason? Because under the proposed federal/provincial sales tax harmonization formula, many products and services that are currently exempt would be taxed under the new tax scheme. 

In the case of the housing industry, because of the high ticket value, the new tax would be a shock not only to potential purchasers, but to the entire industry. And beyond the housing industry, taxes would be assessed to all products including services that are now exempt. They will range from taxes on personal hygiene products to services such as mutual funds. While the argument will be made that the new tax rate will be lower, it won't take more than one weekend's shopping trip to realize that the McGuinty hit and run tax machine has rolled through town again. Remember the last time?
I recall the harmonization debate at the cabinet table when we were the government. We decided against harmonization at the time because as a government we were committed to REDUCE taxes, not increase them. And regardless of how the calculations were jigged, there would be a net tax increase to consumers.
At a time when many in our community are already facing financial hardship because of lost jobs, the last thing we need is for the McGuinty government to whack us with more taxes on the most basic of daily needs. Seniors who are already seeing their income eroded because of investment losses or historic low interest rates should not have insult added to injury by being pick-pocketed by their provincial government. 
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I know that our Chambers of Commerce are in support of harmonization, but I have serious concerns about the impact on consumers at a time when many are already struggling to cope with their daily cost of living.
Following my warning to the Premier of the devastating effects that tax harmonization would have on new homebuyers and the construction industry; I received many emails asking me what my position is on the broader issue of tax harmonization. I'm pleased to respond, and while this is not a formal position of the Progressive Conservative Party, it is mine:

I am firmly opposed to any change in tax policy that will add additional taxes to consumers. My assessment of the proposed harmonization policy is that there will be winners and losers, and this is no time to make anyone a loser. The timing could not be worse. So I say to Mr. McGuinty and to those advocating for tax harmonization, “Forget about it!”
As always, I welcome your thoughts on this or any other issue of concern to you. Please feel free to call me directly at 416 509 8999 or visit my website at www.frankklees.com
I look forward to hearing from you. 

Frank

