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  Highlights of the 2016-2017 
Quebec Budget 
March 17, 2016 
No. 2016-11 

Today, Quebec’s Minister of Finance and the Economy, Carlos Leitão, delivered the 
province’s 2016 budget. The budget is balanced and the government anticipates that it 
will maintain balanced budgets in the future.  

The most significant aspects of the budget are the reduction of the health contribution 
and its revocation in 2018, the reduction of the Health Services Fund contribution for 
small and medium-sized businesses (SMBs), the introduction of a deduction for 
innovative manufacturing corporations which lowers the tax rate to 4%, a new 
temporary refundable tax credit for major digital transformation projects and several 
changes to other tax credits. 

Corporate Tax Changes 

Rate reduction 

• The contribution to the Health Services Fund will be gradually reduced for all SMBs 
over a five-year period beginning in 2017. For SMBs in the primary and manufacturing 
sectors, the rate will decrease from 1.6% to 1.45% for employers whose total payroll is 
equal to or less than $1M. Gradual reduction will be available for employers with a total 
payroll between $1M and $5M.  SMBs in other sectors of activity will also benefit from a 
rate reduction. The rate applicable to them will decrease from 2.7% to 2% for employers 
whose total payroll is equal to or less than $1M. Gradual reduction will also be available 
for employers in those other sectors of activity with a total payroll between $1M and 
$5M. Consequential amendments will be made to the temporary reduction of the 
contribution for employers in the natural and applied sciences sector. 
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• The qualification criterion for the increased small business deduction (SBD) for 
corporations in the primary or manufacturing sector concerning the minimum 
number of employees will be replaced by a qualification criterion concerning the 
minimum number of hours worked. This amendment will apply to taxation years 
beginning after December 31, 2016. 

• An income-averaging mechanism over a seven-year period for certified forest 
producers is introduced on a temporary basis for the purposes of income tax and the 
individual contribution to the Health Services Fund. This mechanism will apply to 
income generated by non-retail sales of timber produced in a private forest. This 
measure will apply to taxation years ending after March 17, 2016 and before 
January 1st, 2021. 

• A deduction for innovative manufacturing corporations (DIC) is introduced. 
Qualifying innovative manufacturing corporations (paid-up capital of at least $15M, 
among other things) will be able to reduce their taxable income for a taxation year by an 
amount equal to a specified annual percentage of the value of all the qualified patented 
features incorporated into qualified property that the corporation sold or rented in the 
year (subject to a ceiling). The effective tax rate on the net income derived from 
qualified patented features will correspond essentially to 4%. The DIC will apply to 
taxation years beginning after December 31, 2016. 

Various tax credit measures 

• The refundable tax credit for the integration of information technologies (IT) in 
SMBs in the primary and manufacturing sectors is enhanced. This credit will now be 
available to corporations operating in the wholesale and retail sectors. In addition, the 
amount of paid-up capital above which the credit rate (20%) is reduced to zero will 
increase from $20M to $50M (up to $35M, the rate will remain at 20%). These 
modifications will apply to taxation years ending after March 17, 2016 with respect to 
certain eligible expenditures incurred after that date but before January 1st, 2020. 

• A clarification will be made concerning the refundable tax credit for technological 
adaptation services to specify that eligible college centres for the transfer of 
technology (CCTT) or eligible liaison and transfer centres (LTC) must render their 
services within Quebec. The change will apply regarding qualified expenditures 
incurred after March 17, 2016. 

• A temporary refundable tax credit for major digital transformation projects 
corresponding to 24% of qualified wages paid by a qualified corporation to an eligible 
employee regarding an eligible digitization contract is introduced. An eligible digitization 
contract must be entered after March 17, 2016 and before January 1, 2019 for a 
minimum period of seven years, give rise to the creation of 500 jobs in Quebec and 
stem from activities that were previously carried out entirely outside Quebec. The 
annual limit for the credit is $20,000 for each eligible employee. To qualify as an eligible 
digitization contract, Investissement Quebec must have issued a qualification certificate 
for the contract. 
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• An increase in the rates of the refundable tax credit for resources is proposed. The 
rate of the credit in respect of mining exploration expenses in the Near North or 
Far North will increase by 25%, from 31% to 38.75% and from 15% to 18.75%, 
depending on the type of qualified corporation. 

• Tax credit eligibility conditions for Quebec film and television productions for certain 
categories based on the age of the audience and the time at which the production is 
broadcast are relaxed. References to “children under 13 years of age” will be replaced 
by “minors” and conditions related to programming schedules will be struck out. These 
amendments will apply in respect of applications for certificates filed with SODEC after 
March 17, 2016. Consequential amendments will be made for the purpose of the 
refundable tax credit for film dubbing and the refundable tax credit for film 
production services.  

• The refundable tax credit for Quebec film and television production will also be 
amended to exclude any financial assistance received from Quebec City’s Soutien à la 
production cinématographique et télévisuelle program for the purpose of assistance. 
This amendment will apply back to January 1, 2015.  

• Amendments will also be made to the following credits in order to exclude any amount 
received from the Society for the Celebration of Montréal’s 375th Anniversary: 

• the refundable tax credit for Quebec film and television production; 

• the refundable tax credit for film production services; 

• the refundable tax credit for the production of sound recordings; 

• the refundable tax credit for the production of performances; 

• the refundable tax credit for book publishing; 

• the refundable tax credit for the production of multimedia environments or 
events staged outside Quebec. 

These amendments will apply back to January 1, 2012. 

 

Personal Tax Changes 

• The reduction plan with respect to the health contribution announced as part of 
Quebec’s 2015-2016 budget is modified to ultimately eliminate the health contribution in 
2018. The health contribution will be eliminated progressively in 2016 and 2017 for 
lower-income taxpayers and in 2018 for all other taxpayers. 

• The budget introduces RénoVert tax credit, a new temporary refundable tax credit for 
carrying out eco-friendly home renovations. Financial assistance under the tax credit, 
up to a maximum of $10,000, will correspond to 20% of the portion, in excess of $2,500, 
of qualified expenditures paid by an individual before October 1, 2017, to have eco-
friendly renovation work carried out. Briefly, eco-friendly renovation work recognized for 
the purposes of the tax credit will pertain to insulation, sealing, doors that access the 
exterior, windows, and heating, air conditioning, water heating and ventilation systems, 
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and installation of a green or white roof, as well as to water quality and soil quality, 
provided the work relates to existing parts of an individual’s eligible dwelling. 

• The tax system grants low- and middle-income households a work premium in the 
form of a refundable tax credit. To further increase the incentive to work for households 
without children, the rate set for the purpose of calculating the maximum amount of the 
work premiums for these categories of households will be raised by two percentage 
points as of 2016. The rate will therefore increase from 7% to 9%, in the case of the 
general work premium, and from 9% to 11%, in the case of the adapted work premium 
for households whose capacity for employment is severely limited. 

• The refundable tax credit “tax shield” announced as part of the 2015-2016 budget is 
enhanced. The 2016-2017 budget provides that the maximum increase in eligible work 
income relative to the previous year will be raised from $2,500 to $3,000 as of the 2016 
taxation year for each member of a household. 

• The budget provides for the elimination of the income-related limit for the purpose of 
calculating the tax credits with respect to the non-refundable tax credit for gifts as of 
2016, as well as the enhancement of the credit rate as of 2017 for individuals whose 
marginal tax rate is higher than 24%. 

• To further encourage experienced workers to remain in the labour market, the age of 
eligibility for the tax credit for experienced workers will be lowered, as of the 2018 
taxation year, to 62 years of age, the average retirement age of Quebecers. For this 
new category of workers, the maximum amount of eligible work income on which the 
tax credit will be calculated is $4,000.  

• In the 2015-2016 budget, it was announced that the Taxation Act will be modified to 
foster the transfers of family businesses in primary and manufacturing sectors. 
Only a transfer of a qualified family business can benefit from the non-application of the 
integrity rule, which ultimately recharacterizes a capital gain as a deemed dividend. The 
criteria qualifying a transfer of shares of a qualified family business have been 
determined and principally make sure that the vendor (or his or her spouse) is not 
involved, in any way whatever, in the corporation whose shares are being disposed of 
after the disposition. The technical conditions of the non-application of the integrity rule 
announced on March 26, 2015 are maintained integrally. These measures will apply to 
dispositions of shares occurring after March 17, 2016. 

 

Other measures 

• Contributions made for political purposes after March 17, 2016 will no longer be 
deductible in calculating the taxpayer’s income from a business or property. 

• The list of donees recognized for the purpose of the increase of the eligible amount 
of donation of eligible agricultural products will be amended to include any 
registered charity that is an Associate member. In addition, a donation made by a 
taxpayer carrying on a food processing business will be eligible for an increase of 50%. 
These amendments will apply to donations made after March 17, 2016. 
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• Exceptionally, Capital régional et coopératif Desjardins was authorized to raise a 
maximum amount of $150 million for its capital-raising period beginning March 1, 2015 
and ending February 28, 2016. This authorization will be $135 million for 2016-2017 
and 2017-2018. In return, the applicable rate for the purposes of the calculation of the 
tax credit for acquisition of its shares will be reduced from 45% to 40% for any share 
acquired after February 29, 2016. 

• The rate of the tax credit for acquisition of Fondaction shares will be maintained at 
20% for any acquisition made before June 1, 2018. 

• Changes to the investment requirements for tax-advantaged funds are proposed to 
maintain the local fund category until May 31, 2021 and to modify limits applicable to 
certain types of investments made by the Fonds de solidarité FTQ after May 31, 2016. 

• Some amendments will be made to the Mining Tax Act: 

• An operator will be allowed to elect on its mining tax return for its fiscal year ended 
immediately before ceasing all activities related to its mining operations for an 
indeterminate period, to calculate its profit margin using its adjusted annual profit 
margin as opposed to the annual profit margin for the year; 

• After March 17, 2016, the rules pertaining to the transfer of property with no 
immediate tax impact apply solely when the purchaser of the property in addition to 
being a person related to the former owner, is an operator within the meaning of the 
Mining Tax Act for the fiscal year in which the purchaser acquires the property; 

• Abolition of the requirement to reimburse to the Minister expenses paid for the 
services of a valuator in respect of gemstones for fiscal years ended after March 17, 
2016. 

• The Tax Administration Act and its regulations are amended to allow the Minister of 
Revenue to allocate any amount he must refund to a person under a tax law to stand in 
lieu of any part of the financial guarantee required under the application of the 
Mining Act. These amendments will apply once the bill and draft regulation giving force 
to these amendments are respectively assented and passed into law. 

• The exemption threshold for the tax on logging operations will be raised from 
$10,000 to $65,000 for taxation years beginning after March 17, 2016. 

• As of January 1st 2017, the farm property tax credit program will be reviewed in order 
to simplify the eligibility conditions for the credit as well as its determination rules. 

• The registration procedure for charities is simplified so that starting 
January 1st, 2016, a registered charity under the Income Tax Act (Canada) is deemed 
to be registered under the Taxation Act. A gift made before January 1, 2016 to a charity 
that has not obtained its registration for Québec tax purposes but that is a registered 
charity for federal tax purposes is deemed to have been made to a registered charity for 
Québec tax purposes.  

• A new electricity rate discount will be offered to businesses initiating major 
investment projects in the manufacturing and resource sectors. The government 
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support provided through the new rate discount will represent 40% of investments 
made, and could be 50% for investments that reduce greenhouse gas emissions. 

• The budget reiterates the continuation of the ongoing efforts to fight against tax 
evasion, tax avoidance and aggressive tax planning.  

 
Amendments to the Act respecting duties on transfers of immovables 
 
The Act respecting duties on transfers of immovables (hereinafter, the “Act”) provides that 
every municipality must collect duties on the transfer of any immovable located in its 
territory. The budget provides the following modifications to the Act to ensure its integrity 
and fairness:  

• Tightening certain provisions granting an exemption from paying transfer duties; 

• Modifications to the transfer duties due date where the deed ascertaining the 
transfer is not registered in the land register. In such a case, the transfer duties will 
become payable as of the date of the immovable’s transfer, and not the date of 
registration in the land register of the deed ascertaining the transfer of the immovable;  

• Changes will be made to exempt certain transfers of immovables between two former 
de facto spouses.  

These amendments will apply in respect of the transfer of an immovable made after 
March 17, 2016. 

Download KPMG’s Tax Hub Canada app 
KPMG’s Tax Hub Canada app provides timely and convenient tax news to your iPhone, 
iPad, BlackBerry and Android. Download now. 

We can help 

Your KPMG adviser can help you assess the effect of the tax changes in this year's 
Quebec budget on your personal finances or business affairs, and point out ways to take 
advantage of their benefits or ease their impact. We can also keep you abreast of the 
progress of these proposals as they make their way into law. 
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accurate as of the date it is received or that it will continue to be accurate in the future. No one should act upon 
such information without appropriate professional advice after a thorough examination of the particular situation. 
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