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  Highlights of the 2018 P.E.I. 
Budget 
April 6, 2018 
No. 2018-18 

Prince Edward Island Finance Minister Heath McDonald delivered the province’s 2018 
budget on April 6, 2018. The budget anticipates a surplus of $1.5 million for the 2018-2019 
fiscal year, with anticipated surpluses of $3.1 million for the 2019-2020 year and $4.2 
million for 2020-2021. The budget reduces the small business tax rate to 4% (from 4.5%) 
effective January 1, 2018. The budget also increases the provincial basic personal amount 
by $500 for each of the next two years and introduces a new investment grant for small 
businesses. 

Highlights of tax measures announced in the budget are summarized below. 

Corporate tax changes 

Corporate income tax rates 

The budget does not include changes to the province’s general and M&P corporate income 
tax rates, however it proposes to reduce the small business tax rate by 0.5% (to 4% from 
4.5%). The province has not announced the exact date that this decrease will come into 
effect, but we understand this rate reduction will be effective January 1, 2018. As a result, 
Prince Edward Island’s corporate tax rates are as follows: 

Corporate Income Tax Rates — As of January 1, 2018 
 Prince Edward Island Combined Federal 

and P.E.I. 
General 16% 31% 
M&P 16% 31% 
Small business1 2 4% 14% 
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1 On first $500,000 of active business income. 
2 We understand P.E.I.’s reduction of 0.5% to the small business tax rate will be effective 
January 1, 2018.  

 

Personal tax changes 

Personal income tax rates 

The budget does not make any changes to the province’s personal tax rates. As a result, 
Prince Edward Island’s combined federal and provincial top marginal rates for income, 
capital gains and dividends remain as follows: 

Personal Combined Federal/Provincial Top Marginal Rates 
 2018 

Interest and regular income 51.37% 
Capital gains 25.69% 
Eligible dividends 34.23% 
Non-eligible dividends* 44.26% 
* The provincial government announced that the dividend tax credit will be adjusted to 
preserve integration, however these changes have not yet been announced. 

 

Basic personal amount  

The budget increases the province’s basic personal amount to $8,660 (from $8,160) for 
January 1, 2018 and will increase it further to $9,160, effective January 1, 2019. The 
budget also announces that the spouse and equivalent-to-spouse amounts will increase 
proportionately.   

Tax credit review 

The budget does not provide updates on Prince Edward Island’s review of its provincial 
income tax credits, which was previously announced in the province’s 2017 budget.  

Other tax changes 

Electricity credit  

The budget introduces a credit to rebate the provincial portion of HST on the first block of 
monthly residential electricity bills, potentially saving the average taxpayer $120 per year. 
The provincial portion of the HST will also be rebated on purchases of firewood, pellets and 
propane through a point of sale credit or rebate. 

Small business investment grant 
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The budget introduces a 15% rebate on qualifying business investments of up to $25,000. 
This will apply to direct investments made by taxpayers to improve their business. 

We can help 

Your KPMG adviser can help you assess the effect of the tax changes in this year’s P.E.I. 
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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