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TAX LETTER

TAX HIGHLIGHTS OF THE
2007 ONTARIO ECONOMIC OUTLOOK AND FISCAL REVIEW

On December 13, 2007, Ontario delivered its Economic Outlook and Fiscal Review, which proposed certain tax measures.
The highlights of the announcement have been summarized below.

CORPORATE TAX MEASURES

Small Business Deduction

These measures increase the small business deduction threshold from $400,000 to $500,000, retroactive to January 1, 2007.
The small business deduction will be phased out once income reaches $1,500,000 (rather than $1,128,519).

Capital Tax - Manufacturing and Resource Corporations

Capital tax was previously scheduled to be eliminated effective July 1, 2010. However, this elimination has been
accelerated for manufacturing and resource corporations.

If a corporation's salaries and wages relating to manufacturing and processing, mining, logging, farming and fishing
activities in Ontario as a percentage of its total salary and wages in Ontario are:

n 50% or more, then the capital tax will be eliminated, effective January 1, 2008.

. L ess than 50% but more than 20%, then capital tax will be reduced proportionally on a straight-line basis, from
January 1, 2008 to July 1, 2010. The Ministry of Finance provided the following example: a corporation whose
Ontario salaries and wages for these activities are 35% of total Ontario salaries and wages would have one-half of
its capital tax eliminated. Effective July 1, 2010, capital tax would be eliminated as previously scheduled.

. 20% or less, then capital tax will be eliminated, effective July 1, 2010 (as previously scheduled).

Capital Tax - Other Corporations

Capital tax rate reductions previously announced to apply on January 1, 2009 are accelerated to apply effective January 1,
2007. Assuch, the capital tax rate that applies on January 1, 2007 has been reduced from 0.285% to 0.225%.
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Film and Television Industry
Enhancements to two film tax credits relating to labour expenditures incurred in 2008 and 2009:

n Ontario Film and Television Tax Credit: rate increase from 30% to 35%; and
Ontario Production Services Tax Credit: rate increase from 18% to 25%.

PERSONAL TAX MEASURES

Land Transfer Tax Refund

The Land Transfer Tax Refund Program for First-Time Homebuyers will be expanded to include purchases of resale
homes. As aresult, first-time homebuyers of either newly constructed or resale homes would be able to receive a refund
of up to $2,000. This measure would apply for agreements of purchase and sale entered into after December 13, 2007.
Labour-Sponsored I nvestment Funds (LSIFs)

Ontario proposes to increase the maximum investment that qualifies for the provincial tax credit from $5,000 to $7,500.

In addition, the phase-out of the tax credit will be extended until 2011. The proposed revised tax credit rates are:

" 15% until the end of 2009 tax year;
10% for 2010 tax year; and
" 5% for 2011 tax year.
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The information contained in this Tax Letter is of a general nature and should not be acted upon without appropriate professional
advice following a thorough examination of the particular situation..

ABOUT SOBERMAN LLP

As a public accounting firm, Soberman LLP is committed to going beyond tax returns and financial statements. We provide
exceptional services designed to meet the special and on-going needs of our clients. Today, we are ranked as one of the premier
chartered accounting firms in Canada.

Our services include Assurance & Advisory, Business Diagnostics Solutions, Business Valuation, Claims Vauation, Corporate
Recovery & Insolvency, Corporate Workout & Turnaround Strategies, Due Diligence & Forensic Investigation, Estates & Trusts,
Litigation Support, Management Services, Mergers & Acquisitions, Personal Insolvency, Succession Planning and Taxation.

OUR PRIVACY POLICY

Soberman LLP has always recognized our responsibility for protecting the privacy of your persona information. Canada's new
Personal Information Protection & Electronic Documents Act (PIPEDA) has made privacy an even greater priority. If you have any
guestions, comments or concerns about our administration of your personal information, please visit our website (www.soberman.com)
for our complete privacy policy or contact us at privacy @soberman.com.
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