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Tax changes on quota sales
The Canadian government is plan-
ning to change the way it calculates 
tax on quota sales beginning Jan. 1, 
2017. Many farmers are worried about 
how this will impact their operations, 
particularly if they are incorporated. The 
following will clarify the coming changes 
to help farmers prepare. 

What are the current tax rules for quota?

Quota falls into the category of intangi-
ble assets the Canada Revenue Agency 
(CRA) calls eligible capital property 
(ECP). Under the current tax rules, the 
CRA lets you write off seven per cent of 
75 per cent of the cost of the ECP (i.e. 
quota) you acquire over the years.  

How will the rules change in 2017?

The 2016 federal budget proposed 
changes to how ECP, including quota, will 
be taxed. These changes will be effective 
Jan. 1, 2017. Instead of having its own tax 
rules, quota will now be taxed like other 
depreciable assets, such as buildings and 
equipment. Under these rules, 100 per 
cent of the quota cost, rather than 75 per 
cent, will be written off at five per cent 
instead of seven per cent. In addition, 
any gains will be taxed as regular capital 
gains, rather than business income.       

How can I prepare for the changes?

First, determine whether you should even 
be concerned about this change. If you 
are not planning to sell quota for many 
years, you probably should do nothing 
unless you plan to draw significant div-
idends from the company in the future. 
This would include scenarios in which 
your children are planning to take over 
and carry on the farm for many years.

If you are planning to sell the quo-
ta soon, the simplest strategy is to 
accelerate the quota sale to 2016. If 
you were planning to wind down your 
company immediately after the sale, the 
difference in taxes payable under the 
old rules compared with the new ones 
might result in a slight tax savings if the 

sale occurs in 2016, rather than 2017. 
Your adviser can help you consider this 
or other possible tax-saving strategies.

What if I am not incorporated?

The most significant impacts of the new 
taxation rules for quota apply to incor-
porated farms. However, unincorporated 
farms may still face consequences. Under 
the old taxation rules, gains on quota 
sales were not subject to the alternative 
minimum tax (AMT) calculation when the 
capital gains exemption was used on a 
quota sale. Under the new rules, the gain 
on the quota sales will be part of the AMT 
calculation. Consequently, you could be 
subject to a significant amount of this 
AMT under the new rules if you use your 
capital gains exemption on the quota 
sale, even though there may not be any 
regular tax to pay. Keep in mind, AMT 
is refundable against taxes otherwise 
payable over the next seven years.  It may 
also be possible to eliminate or minimize 
AMT by taking back a loan on the sale.     

Can I benefit from this change?

There is a way to benefit from the new 
rules if you are in the process of purchas-
ing quota. If you purchase the quota before 
the end of 2016, you may take advantage 
of some transitional rules permitting you 
to write off the quota slightly faster than 
you otherwise could. Thus, anything you 
can do to accelerate a quota purchase 
to before Dec. 31, 2016 would be to your 
benefit. This opportunity is available to in-
corporated and non-incorporated entities.

In addition, with both corporate and 
non-corporate owned quota, the tax-
payer may apply any capital losses he 
or she has available to offset the gain 
on the quota sale. This option was not 
available under the old rules except 
where a special election applied.

This article has been modified from its 
original version. Please see page 18 in the 
October Milk Producer for the full article. 

QUOTA INCREASE FOR NOVEMBER

The P5 Boards have approved a three per cent 
producer saleable quota increase effective Nov. 
1, 2016. This quota increase is in addition to the 
one per cent quota increases previously an-
nounced in each of the months of July, August 
and September 2016. 

This decision aims to increase P5 milk produc-
tion to completely fill all current demand and 
rebuild butter stocks from 21,000 tonnes to the 
target level of 30,000 tonnes by July 2017. In 
general, demand for dairy products continues to 
grow between three and four per cent annually.

The P5 Quota Committee will continue to mon-
itor market trends and production to determine 

HYDRO ONE CREATES STRAY 
VOLTAGE RESPONSE TEAM 
Hydro One announced in September the Farm 
Rapid Response Team is ready to assist farming 
customers to help identify, assess and mitigate 
stray voltage and on-farm electrical issues. The 
team was established to better serve the needs 
of Hydro One’s 13,000 farming customers, and 
was developed in partnership with the Ontario 
Federation of Agriculture (OFA).

Customers can call 1-888-405-3778 or email 
farmresponse@hydroone.com to connect with 
a member of the team.

Dairy Farmers of Ontario chair Ralph Dietrich helped 
serve Kawartha Dairy ice cream at the recent Inter-
national Plowing Match and Expo, held in Harriston, 
Town of Minto in Wellington County. More than 200 
tubs of Kawartha Dairy ice cream was sold, along 
with Gay Lea milk, Pine River Cheese & Butter Co-
op fresh curds and DFO promotional items over the 
five-day event in September.
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October 2016 Quota Exchange Offers and Bids  

Quota Price Cap = $24,000/kg 
Amount bid for 10,294.12 kg 
Amount purchased 586.81 kg 
Amount offered/sold 586.79 kg 
Number of producers buying  806 
Number of producers selling 123 
Quota purchased by new entrant (with assistance) 16.00 kg 
Quota purchased by new producer 35.00 kg 
Maximum quota by allotment round(s) 0.40 kg 
Buyer proration 2.176 % 
Non-saleable quota as of October 1, 2016 0 % 
 
 

Explaining Changes to This Month's Blend Price 
 

 September 2016 August 2016 Difference 
 (Figures in $ per hectolitre) 
Revenue From Processors $82.32 $78.94 $3.38 
Contribution from Over-Quota  
Pool Adjustments 
Other 

$0.08 
-$2.39 
-$1.97 

$0.09 
-$5.24 
-$1.73 

-$0.01 
$2.85 

-$0.24 
Producer Blend Price $78.04 $72.06 $5.98 
 

 
To Place a Bid or Offer on the Quota Exchange 

 
OPTION 1 - Producer Self-Service (www.milk.org) 
 

 (a)  Bids and offers are accepted from the 20th of a month to 11:59:59 p.m. on the first of the following month.  It is recommended 
that you submit your bid or offer a few days prior to the deadline (the first day of each month) so that, if there is an error or error 
message, there is adequate time for you to provide the additional information to the Quota Administrator in advance of the 
exchange closing. 

 

 (b) To place a bid or offer on the quota exchange yourself or have it placed by someone on your behalf, go to www.milk.org and 
select Login. When prompted, enter your Username (your licence number) and your primary Password.  Select Quota 
Exchange and then Buy or Sell Quota.  Follow the screen instructions to submit your bid or offer.   

 
OPTION 2 - Customer Service Representative (CSR) 
 
Have your most recent milk statement available so that the CSR can verify the caller is the licence holder or licence holder’s 
representative. 
 

(a) Bids and offers are accepted from 8:30 a.m. to 4:30 p.m., Monday through Friday, excluding holidays, from the 20th of the month 
to the first of the following month. 

 
(b) Write down your bid or offer in the space below before making your call.  
 

 Buy ________ kg of quota at ________ dollars per kilogram.  Advise if you will be paying by cheque or milk proceeds 
deduction. (Note: You can ask the CSR to put 10% in the kg section and the kg will automatically be calculated.) 

 
 OR 
 
 Sell ________ kg of quota at ________ dollars per kilogram. (Note:  You can ask the CSR to put ALL in the kg section if you are 

selling your total quota.) 
 
(c) Call 1-866-518-2525 and a CSR will take your buy or sell information. Record the confirmation number provided by the CSR at 

the end of your call with your written bid or offer information. 
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