
 

  

 

QUEBEC LOOSENS PURSE STRINGS TO REINVEST 
On March 17th, 2016, Carlos Leitão, Quebec’s finance minister, tabled his third budget 
since his party entered government on April 7th, 2014.  The Quebec government has 
maintained a balanced budget after balancing it in the 2015-2016 year.  Surplus funds 
have been reallocated to support innovation, education and other measures.  

Here are the highlights from the March 17th budget: 

BUSINESS MEASURES 
Small Business Deduction 

As part of the refocusing of the SBD announced for taxation years commencing after 
December 31, 2016, certain corporations would have needed to have a minimum number 
of employees in order to qualify for the maximum SBD. This criterion will be replaced by 
one based on a minimum number of 5,500 hours worked to better recognize part-time 
workers. 

Furthermore, for companies in the primary and manufacturing sectors, the SBD will 
calculated at the higher of the rates calculated applying the criterion based on the 
minimum number of hours worked or the criterion based on the level of activity in the 
primary or manufacturing sectors. 

Transfer of Family Businesses in the Primary and Manufacturing Sectors 

In order to promote the transfer of family businesses, the March 26, 2015 budget proposed 
to implement measures to ease the transfer of businesses between related parties in the 
primary and manufacturing sectors. This budget sets out conditions which must be met in 
order to qualify for the new measures.  Also, the easing will apply instead to a disposition 
of shares occurring after March 17, 2016. 

Health Services Fund Contribution Rate for All SMBs 

The contribution to the Health Services Fund (“HSF”) by employers constitutes a burden 
that may harm investment and job creation in SMBs.  Therefore to further the measures 
undertaken in 2014 and 2015, the Act respecting the Régie de l’assurance du Québec will 
be amended to take into account a new plan to reduce the HSF rate for all SMBs.  The 
rates vary based on sector and apply to SMBs with annual payrolls of less than $5 million. 

Deduction for Innovative Manufacturing Corporations 

The purpose of the deduction for a qualifying innovative manufacturing corporations 
(“DIC”) will be to encourage a qualifying corporation to develop in Quebec the results of 
R&D work that it carried out in Quebec and that led to the granting of a patent.  The 
reduction in the taxable income resulting from the DIC for a taxation year will correspond 
essentially to an effective tax rate that would equal 4% if it were applied solely to the 
value of each of the qualified patented features. The DIC will be available for 
corporations at least 50% of whose activities are in the manufacturing and processing 
sector carried out in Quebec and whose paid-up capital, with its associated corporations, 
is at least $15 million for its previous taxation year.  The DIC will apply for taxation years 
starting after December 31, 2016. 
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Political Contribution Deduction 

Taxpayers will no longer be able to claim a deduction for political contributions, made either directly or 
indirectly, in calculating income from business or property. 

Tax Credit for the Integration of Information Technologies in SMBs in the Primary and 
Manufacturing Sectors 

This tax credit is being improved in two ways. In addition to SMB manufacturers and companies in the 
primary sector, the refundable tax credit will now be available to companies operating in the 
wholesale and retail sectors. The rate of the credit is 20%. This rate will be reduced on a linear basis 
when a company’s paid-up capital exceeds $ 35 million and be reduced to 0% when the paid-up capital 
reaches $ 50 million. 

Refundable Tax Credit for Technological Adaptation Services 

The tax legislation will be amended so that an expenditure will only qualify for the tax credit for 
technological adaptation services if the services are rendered in Quebec by an eligible college centre 
for the transfer of technology or by an eligible liaison and transfer centre. 

Temporary Refundable Tax Credit for Major Digital Transformation Projects 

A temporary refundable credit will be introduced to support the implementation and maintenance of 
major digitization contracts in order to allow the digital transformation of traditional operations that 
generate at least 500 new jobs in Quebec that will be sustained for a period of seven years. The credit 
will be equal to 24% of allowable salaries paid to eligible employees to a maximum annual salary of 
$20,000 per employee for contacts signed after the date of the budget and prior to 2019. 

Tax Credits in the Cultural Sector 

The amount of financial assistance received under the Quebec City’s Soutien à la production 
cinématographique et télévisuelle program, as well as the amount of assistance from the Society for 
the Celebration of Montreal’s 375th Anniversary will be considered to be excluded assistance for 
purposes of certain tax credits in the cultural sector, including the tax credit for Quebec film and 
television production, and therefore will not reduce the eligible qualified expenditures. 

Refundable Tax Credit for Resources with Respect to Mining Exploration Expenses 

The rate of the refundable tax credit for resources with respect to mining exploration expenses in the 
Near North or Far North will increase from 31% to 38.75% and from 15% to 18.75%, depending on 
whether or not the corporation operates any mineral resource or oil or gas well. 

Donations of Food Products by Food Processors 

Food processing businesses may claim an additional 50% amount for the donation deduction or non-
refundable tax credit, when the donation of eligible food products is made to a registered charity that 
is either the Food Banks of Quebec or a Moisson member or Associate member. 

 

PERSONAL MEASURES  
Contribution to Daycare Fees for a Second Child 

The additional contribution to daycare fees for a second child will be reduced retroactive to 
April 22, 2015. As such, for a family with an income of $100,000, the rate for a second child will 
decrease from $11.41 to $9.36 per day. 

Reduction of the Health Contribution  

The health contribution will now be eliminated on a gradual basis starting in 2016 and will be 
completely eliminated in 2017 for those earning less than $41,265 and all other taxpayers by 2018. 



 

 

Temporary RénoVert Tax Credit 

The introduction of a temporary refundable tax credit for eco-friendly home renovations by a qualified 
contractor on an eligible dwelling was announced. A maximum amount of $10,000 may be claimed by 
individuals for certain types of expenses paid under an agreement entered into after the budget or 
before October 1, 2017. 

Tax Credit for Experienced Workers 

To encourage experienced workers to remain in the job market, this tax credit will be extended to 
individuals 62 years of age, starting in the 2018 taxation year. For these individuals, the maximum 
amount of eligible employment income will be $4,000. 

Tax Shield 

A new refundable tax credit, called the “tax shield”, was announced last year in order to offer a 
portion of the socio-fiscal transfer lost following an increase in family income. For purposes of this tax 
credit, the maximum increase in eligible work income, for each member of a household, will increase 
from $2,500 to $3,000 starting in the 2016 tax year. 

Tax Treatment of Gifts 

Starting in the 2016 taxation year, the eligible amount of donations will no longer be subject to an 
income limit. In addition, for individuals whose marginal tax rate is higher than 24%, the rate of the tax 
credit for donations will be increased and may reach 25.75%. 

 

OTHER MEASURES 
Duties on Transfers of Immovables (Land Transfer Tax) 

Amendments will be made to the Act respecting duties on transfers of immovables to limit the use of 
certain schemes that were being used to obtain exemptions from paying transfer duties in certain 
situations.   The rules will be tighten as follows: 

• amendments will be made to the exemption conditions and an obligation to maintain these 
conditions for a certain period where the transaction is between related parties; 

• a requirement to notify municipalities of transfers not registered in the land register within 90 
days of a transaction will be introduced; and 

• the Act will be amended so that the transfer duties will become payable as of the date of an 
immovable’s transfer and no longer as at the date of registration in the land register. 

In addition, an exemption from paying transfer duties will be introduced when the transfer occurs 
between former spouses within twelve months from the date they ceased to be spouses due to a 
breakdown of the union. 
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