March 27, 2018

TAX & BUSINESS
Quebec Budget 2018‐2019
The Quebec Minister of Finance, Carlos J. Leitão, today tabled the Government of Quebec’s Budget—Building the Middle Class—in the Na onal Assembly. The budget is expected to show a surplus of $850 million in 2017-18,
slightly decreasing to a balanced budget by 2018-19.
The following is a summary of the tax highlights.

Dividend Tax Credit
As part of Budget 2015-2016, a reduc on of the general corporate tax
rate was announced. The tax rate,
then 11.9%, was gradually reduced
and will reach 11.5% by 2020. However, no change was announced at
that me to the rate of the dividend
tax credit for eligible dividends.
To take into account that general tax
reduc on and the increase in the
small business deduc on (SBD) announced as part of this budget, and
to ensure a be er integra on of the
Québec corporate tax system with
the personal tax system, the rates of
the dividend tax credit for eligible
dividends and the dividend tax credit
for non-eligible dividends will be
gradually reduced.
Consequently, the rate of the dividend tax credit for eligible dividends,
which is currently 11.9% of the dividend gross-up amount, will be reduced to 11.86% of the gross-up
(Con nued on page 2)

Ré noVert Tax Credit
Capped at $10,000 per eligible
dwelling, ﬁnancial assistance under
the RénoVert tax credit corresponds to 20% of the por on, in
excess of $2,500, of qualiﬁed expenditures paid by an individual to
have a qualiﬁed contractor carry
out recognized eco-friendly renovaon work on the individual’s principal place of residence or a co age
suitable for year-round occupancy
that is normally occupied by the
individual.
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Financial assistance under this tax
credit may be combined, depending on the nature of the work, with
that oﬀered for energy-eﬃcient
home renova ons under the Rénoclimat program administered by
the Ministère de l’Énergie et des
Ressources naturelles. Recognized
eco-friendly renova on work for
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Dividend Tax Credit (cont’d)
(Con nued from page 1)

amount of a dividend received or deemed received a er the day of the budget speech but
before January 1, 2019. It will be reduced to
11.78% of the gross-up amount of a dividend
received or deemed received in 2019, and to
11.7% of the gross-up amount of a dividend
received or deemed received a er December
31, 2019.
Similarly, the rate of the dividend tax credit for
non-eligible dividends, which is currently 7.05%
of the dividend gross-up amount, will be

reduced to 6.28% of the gross-up amount of a
dividend received or deemed received a er the
day of the budget speech but before January 1,
2019.
It will be reduced to 5.55% of the gross-up
amount of a dividend received or deemed received in 2019, to 4.77% of the gross-up
amount of a dividend received or deemed received in 2020, and to 4.01% of the gross-up
amount of a dividend received or deemed received a er December 31, 2020.

Ré noVert Tax Credit Extension (cont’d)
(Con nued from page 1)

the purposes of the RénoVert tax credit consists mostly of measures to decarbonize the
residen al sector. Brieﬂy, such work pertains
to insula on, sealing, installa on of ENERGY
STAR qualiﬁed doors or windows, and hea ng,
air condi oning, water hea ng and ven la on
systems, as well as to water and soil quality,
provided the work has a posi ve energy or environmental impact and meets the a endant
standards.
Renova on agreements entered into a er
March 31, 2018 and before April 1, 2019 may

relate to all eco-friendly renova on work currently recognized for the purposes of the RénoVert tax credit.
To take into account the fact that, in respect of
a par cular eligible dwelling, the RénoVert tax
credit will pertain to expenditures a ributable
to the carrying out of eco-friendly renova on
work s pulated in an agreement entered into
a er March 17, 2016 and before April 1, 2019,
the tax legisla on will be amended to specify
the terms and condi ons of the tax credit regarding expenditures paid a er December 31,
2017.

Introduction of a First‐Time Home Buyer’s Tax Credit
To facilitate access to home ownership by oﬀering tax relief to persons who purchase their ﬁrst
principal residence or who, because of a severe disability, need to ﬁnd a more accessible home, a
new non-refundable ﬁrst- me home buyers’ tax credit will be introduced. This new tax credit will
be available as of the 2018 taxa on year.
(Con nued on page 3)

2

First‐Time Home Buyer’s (cont’d)
(Con nued from page 2)

A qualifying home in respect of
an individual will be a housing
unit located in Québec that is
acquired at a par cular me a er
December 31, 2017 by:








the individual or the individual’s spouse, where the individual intends to inhabit the
home as a principal place of
residence not later than one
year a er the par cular me
and it is the individual’s ﬁrst
housing unit;
the individual, where the individual intends that the
home be inhabited by a speciﬁed disabled person, in respect of the individual, as a
principal place of residence
not later than one year a er
the par cular me, and the
purpose of the acquisi on of
the housing unit by the individual is to enable the speciﬁed disabled person to live
in;
a home that is more accessible by the speciﬁed disabled
person or in which the speciﬁed disabled person is more
mobile or func onal, or
an environment be er suited
to the speciﬁed disabled person’s personal needs and
care.

An individual will be considered
to have acquired a qualifying

home the ﬁrst day on which the
individual’s right in the housing
unit is published in the land register and the housing unit is habitable.
An individual, other than a trust,
who is resident in Québec at the
end of a taxa on year—or, if the
individual dies in the year, on the
date of the individual’s death—
may deduct, in the calcula on of
the individual’s tax otherwise
payable for the year, where a
qualifying home in respect of the
individual is acquired in the year,
the product obtained by mul plying $5 000 by the rate applicable to the ﬁrst taxable income
bracket of the personal income
tax table for the year, which is
currently 15%.
Thus, the maximum value of the
tax credit will be $750.
If, for a taxa on year, more than
one individual may claim the ﬁrst
- me home buyers’ tax credit in
respect of a qualifying home, the
total of the amounts that each of
these individuals may claim, in
the calcula on of the tax otherwise payable by each of them for
the year, may not exceed the
amount that would be allowed if
only one of them were eligible
the tax credit for the year.
Failing agreement between these
individuals, the Minister of Revenue will determine the amount
that each of them may claim for
the year.

Sales Recording Modules
for Taxis & Ride‐Sharing
Services

The government is announcing that a technological solu on relying on the
possibili es of sales recording modules will be implemented, star ng at the end
of 2019, in all vehicles oﬀering this type of service,
whether they are convenonal taxis or vehicles using
a new approach.


Issuing a bill to customers will be mandatory.

The technological solu on
will make it possible, in parcular, to:




collect and record, for
each driver, informa on on vehicle opera on;
transmit the informa on to Revenu Québec in real me, conﬁden ally and securely.

Furthermore,
inspec on
and audit ac vi es will be
conducted by Revenu Québec to validate bills issued.
Voluntary Retirement
Savings Plan
VRSPs are group savings plans
oﬀered by employers and administered by authorized administrators. They are governed by the Voluntary Re rement Savings Plan Act. As VRSP
is a simple plan. Employers are
not required to contribute, and
employees are automa cally
enrolled when the plan is set
up.
(Con nued on page 4)
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(Con nued from page 3)

Employers subject to the VRSP
Act were required to oﬀer
a VRSP or a group re rement
savings plan by:
31 December 2016, for employers with at least:



5 eligible employees on
31 December 2015; and



20 or more eligible employees on 30 June 2016;

31 December 2017, for employers with at least:



5 eligible employees on
31 December 2016; and



10 or more eligible employees on 30 June 2017.

Instead of a VRSP, employers
can oﬀer a group re rement
savings plan that meets certain
condi ons.
The default contribu on rate
applied to employees who
par cipate in VRSPs oﬀered by
their employer. The default
contribu on rate applies to
employees who do not choose
how much to contribute within
the 60 days following the date
on which the no ce concerning
their par cipa on is sent:




4% of gross salary as of
January 1, 2018
6% of gross salary as of
January 1, 2019

Un l a date yet to be determined by the government, an
employer with at least 10 eligible employees on June 30 of a
given year will have to oﬀer a
VRSP as of 31 December of
that year, at the latest, if the
employer had at least 5 eligible
employees on 31 December of
the previous year.
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Gradual Reduction of the Health Services Fund
Contribution Rate
To further reduce the tax burden
on Small and Medium-Sized Businesses (SMBs) carrying out their
ac vi es in sectors other than
the primary and manufacturing
sectors, that is, SMBs in the service and construc on sectors, the
Health Services Fund contribuon rate for speciﬁed employers
in these sectors whose total payroll does not exceed $1 million
will gradually decrease from 2.3%
to 1.65% over a ﬁve-year period.
An addi onal reduc on of the
applicable rate for calcula ng
their Health Services Fund contribu on will be granted to these
speciﬁed employers as of the day
following the day of the budget
speech.
Speciﬁed employers in these sectors whose total payroll is over
$1 million without exceeding $5
million for 2018, or without exceeding the total payroll threshold applicable for a year subsequent to 2018, will also see a
gradual reduc on over ﬁve years
of the applicable rate for calcula ng their contribu on to the
Health Services Fund.

A primary and manufacturing
sectors corpora on may also
claim the addi onal deduc on
for primary and manufacturing
sectors SMBs, which can reduce
the corpora on’s tax rate on its
income qualifying for the SBD by
four percentage points, lowering
the tax rate on such income to
4%.
Such a corpora on whose propor on of primary and manufacturing sectors ac vi es is 50% or
more qualiﬁes for the full addional deduc on for primary and
manufacturing sectors SMBs. The
rate of the addi onal deduc on
is reduced linearly, where this
propor on is between 25% and
50%, and reaches zero at 25%.
To further ease the tax burden
on SMBs in sectors other than
the primary and manufacturing
sectors, and thus standardize the
tax rates applicable to SMBs, the
SBD rate will be gradually raised
so that the tax rate applicable to
the por on of a corpora on’s
income qualifying for the SBD
reaches 4% in 2021. Consequently, the rate of the addi onal deduc on for primary and manufacturing sectors SMBs will be
gradually reduced and the addional deduc on will be eliminated in 2021.

Introduction of an Additional
Capital Cost Allowance of 60%
Tax legisla on and regula ons will be amended
to introduce an addi onal capital cost allowance where a business acquires manufacturing
or processing equipment and computer equipment before April 1, 2020.
The tax legisla on and regula ons provide that
a taxpayer may deduct, in calcula ng income
for a taxa on year, an amount corresponding
to 55% of the acquisi on cost of property that
consists, in par cular, in general-purpose electronic data processing equipment and systems
so ware for that equipment, as well as an
amount corresponding to 50% of the acquision cost of property that consists in machinery
and equipment acquired mainly with a view to
using them for manufacturing and processing
goods intended for sale or lease. These capital
cost allowances are calculated on the declining
balance for each class.
This property will be qualiﬁed property for the
purposes of the addi onal capital cost allowance. Also, qualiﬁed property must be put to
use within a reasonable me of its acquisi on
and be used by the taxpayer mainly in the
course of carrying on a business during a period
of 730 consecu ve days following the day it is
ﬁrst put to use, except in the case of loss or
involuntary destruc on of the property caused,
among other things, by accident or the or in
the case of a major breakdown of the property.
Such property must be used mainly in Québec
throughout the 730-day period. In addi on,
the property must be new at the me of its
acquisi on and be acquired by the taxpayer
a er the day of the budget speech and before
April 1, 2020.
The tax legisla on and regula ons will be
amended so that a taxpayer can deduct, in calcula ng income for a taxa on year from a business, an amount on account of addi onal capital cost allowance in respect of qualiﬁed prop-

erty. A taxpayer
will be en tled to
the allowance for
two taxa on years:
the taxa on year in
which the property
is ﬁrst put to use
and the taxa on
year following that
year.

Wills & Living Wills
Do you have a current will?
Advice should be sought on
how the family wealth
should be dealt with in an
unfortunate circumstance.
Proper planning can minimize the tax burden on
death.
Equally as important is the
Living Will or Mandate of an
individual who may become
incapacitated without noce or warning. To minimize the strain on your family at a diﬃcult me, a Living Will can prove to be an
invaluable solu on.

The base amount
of the allowance
will correspond, for
a taxa on year, to
an amount equal
to 60% of the
amount deducted
Do you have children who
as deprecia on by
are US ci zens or residents?
the taxpayer in calProper planning can reduce
cula ng income for
or avoid US Estate Taxes.
the year in respect
of the capital cost
allowance class to
which the taxpayer’s qualiﬁed property belongs.
The amount that the taxpayer may deduct in
calcula ng income for a taxa on year on account of the addi onal capital cost allowance
will correspond to the product of the base
amount of the allowance for the year and the
frac on of the undepreciated capital cost (UCC)
of property of the capital cost allowance class
a ributable to the qualiﬁed property. For the
taxa on year in which the qualiﬁed property is
ﬁrst put to use, the frac on of UCC a ributable
to the qualiﬁed property will correspond to the
propor on represented by the ra o between
one-half of the acquisi on cost of that property
and the UCC used in calcula ng the capital cost
allowance for the year.
For the taxa on year following the taxa on
(Con nued on page 6)
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Capital Cost Allowance of 60% (cont’d)
(Con nued from page 5)

year in which the qualiﬁed property is ﬁrst put
to use, the frac on of UCC a ributable to the
qualiﬁed property will correspond to the propor on represented by the ra o between the
deprecia on balance a ributable to the qualiﬁed property and the UCC used in calcula ng
the capital cost allowance for the year. In this
respect, the deprecia on balance a ributable

to the qualiﬁed property will mean the amount
by which the cost of the qualiﬁed property exceeds the part of the capital cost allowance
amount that the taxpayer deducted in calcula ng the previous year’s income and that is
propor onately a ributable to the qualiﬁed
property. These changes will apply a er the
day of the budget speech in respect of property
acquired a er that date and before April 1,
2020.

Tax Credit for Experienced Workers

Diversion of Disagreements
Away from the Court Sys‐
tem and Access to Justice

In implementa on of the
ac on plan to follow
through on the Protecteur
du citoyen’s annual ac ve
es report 2014-2015, the
government is announcing
that legisla ve amendments to the Tax Administra on Act will be proposed in o der to:
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enable small businesses
with ten employees or
fewer to contest a decision rendered following
an objec on before the
Small Claims Division of
the Court of Québec,
on the same basis as an
individual;
raise eligibility thresholds in tax cases before
the Small Claims Division of the Court of
Québec.

The age of eligibility for the tax credit will be lowered, as of the
2018 taxa on year, to 61 years of age. For the new category of
workers 61 years of age, the maximum amount of eligible work
income on which the tax credit would be calculated is $3 000.
Moreover, the tax legisla on will be amended to provide that the
maximum amount of eligible work income on which the tax credit
will be calculated for experienced workers aged 62 and over will be
increased by $1 000 as of the 2018 taxa on year.

Enhancement of the Refundable Tax
Credit for Childcare Expenses
The limit applicable to childcare expenses paid in respect of a child
with a severe and prolonged impairment in mental or physical funcons and the limit applicable to childcare expenses paid in respect
of a child who does not have such an impairment and who is under
7 years of age at the end of a year, or who would have been had the
child been living, will be $13 000 and $9 500, respec vely, as of the
2018 taxa on year.
The new annual limit of $13 000 applicable to expenses paid in respect of a child with a severe and prolonged impairment in mental
or physical func ons will enable expenses paid at a daily rate of up
to $50 for full- me childcare in respect of the child to be taken into
account in the calcula on of the tax credit. Similarly, further to the
increase in the annual limit, expenses paid for the purpose of
providing full- me childcare services for a child under 7 years of age
at the end of the year, at a daily rate of up to $36.50, may be fully
taken into account in the calcula on of the tax credit.

Measures Relating to the Quebec Sales Tax & E‐Commerce
The Québec government is announcing the implementa on of a new registra on system under which:
 suppliers with no physical or signiﬁcant
presence in Québec will be required to collect and remit the QST on taxable incorporeal movable property and services they
supply in Québec;
 suppliers with no physical or signiﬁcant
presence in Québec that are located in Canada will be required to collect and remit
the QST on taxable corporeal movable
property they supply in Québec.
The QST system will be changed to require suppliers with no physical or signiﬁcant presence in
Québec (hereina er, “non-resident suppliers”)
to register with Revenu Québec, under a new
speciﬁed registra on system, for the purpose

of collec ng and remi ng the QST applicable
to their taxable supplies of incorporeal movable property and services made in Québec to
speciﬁed Québec consumers.
Moreover, in the case of non-resident suppliers
located in Canada, this registra on requirement will also apply to the collec on and remi ance of the QST applicable to their taxable
supplies of corporeal movable property made
in Québec to speciﬁed Québec consumers.
For this mandatory registra on measure to apply to a non-resident supplier, the value of the
considera ons for all taxable supplies made by
the supplier in Québec to persons that may
reasonably be considered consumers, as deﬁned under the exis ng QST system, must exceed a threshold of $30 000.

Introduction of a Refundable Tax Credit to Encourage Qualifying
Training for Workers Employed in SMB
A refundable tax credit will be introduced to encourage training for workers employed in SMBs.
Brieﬂy, this refundable tax credit will enable qualiﬁed corpora ons to receive tax assistance of up
to $5 460 a year for each eligible employee who par cipates in eligible training.
This refundable tax credit will be intended for a qualiﬁed corpora on or a corpora on that is a
member of a partnership, as applicable, that carries on an SMB whose payroll is less than $7 million.
It will apply to eligible training expenditures that the qualiﬁed corpora on or the partnership, as
applicable, incurs a er the day of the budget speech and before January 1, 2023. Eligible training
will mean training taken by an eligible employee during an eligible training period through a recognized educa onal ins tu on.
(Con nued on page 8)
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Training for Workers Employed in SMB (cont’d)
The refundable tax credit that:
 a qualiﬁed corpora on may claim for a taxa on year; or
 a corpora on, other than an excluded corpora on, that is a member of a partnership may claim, for a taxa on year in which the
partnership’s ﬁscal period ends, in propor on to its share of the
partnership’s income or loss for the ﬁscal period;
will correspond to an amount equal to 30% of eligible training expenditures that the qualiﬁed corpora on or the partnership, as applicable,
paid to an eligible employee for the taxa on year or the ﬁscal period,
where the total payroll of the qualiﬁed corpora on or the partnership
for the taxa on year or the ﬁscal period, as applicable, does not exceed $5 million.

is a ﬁrm of Chartered Professional Accountants that
traces its origin in Montreal
to 1970. We pride ourselves on being more than
just an accoun ng ﬁrm. We
oﬀer an eﬀec ve blend of
personalized service, experience and technological
leadership, coupled with
steadfast commitment to
consistently deliver excellence. The members of our
ﬁrm possess unique talents,
exper se and experience,
giving our client access to a
knowledge base of considerable breadth and depth.

This 30% rate will be reduced linearly, where the total payroll exceeds
$5 million, reaching zero if the total payroll of the qualiﬁed corporaon or the partnership for the taxa on year or the ﬁscal period, as
applicable, reaches $7 million or more. Thus, where a qualiﬁed corpora on or a partnership has a total payroll of $7 million or more for a
taxa on year or a ﬁscal period, as applicable, the qualiﬁed corpora on
or a corpora on that is a member of a partnership may not claim the
tax credit for the taxa on year or the ﬁscal period.

Alert Dates

1303 Greene Avenue
Suite 400
Westmount, Quebec
H3Z 2A7

April 3, 2018

Deadline for ﬁling 2018 Non-Resident Tax
Withholding (NR4) & Statement of Trust
Income Alloca ons & Designa ons (T3).

April 30, 2018

Deadline for ﬁling personal income tax
returns other than those permi ed to ﬁle
by June 15.

June 15, 2018

Second instalment due for individuals
required to make income tax instalments.
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Filing date for individuals repor ng
business income including professional
income and their spouses.
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September 17, 2018

Third instalment due for individuals
required to make income tax instalments.

December 17, 2018

Fourth instalment due for individuals
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