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  Highlights of the 2018-2019 
Quebec Budget 
March 27, 2018 
No. 2018-15 

Today, Quebec’s Finance Minister Carlos Leitão delivered the province’s 2018-2019 
budget. For a fourth year, the budget is balanced and the government anticipates that it will 
maintain balanced budgets in the future. Starting in the next fiscal year, Quebec will begin 
repaying its debt, at a rate of $2 billion per year, using a portion of the amounts 
accumulated in the Generations Fund since it was put in place in 2006.  

The main changes announced in this budget are relief for small and medium-sized 
businesses (SMB), the introduction of the QST on e-commerce transactions, the 
harmonization to the federal measures on taxation of split income and various other 
measures intended to increase income available for families. 

The most significant aspects of the budget are the following.  

Corporate tax changes 

Corporate income tax rates 

The budget announces a reduction to the income tax rate for SMBs. The small business 
deduction (SBD) will increase gradually to 7.5% in 2021. Consequently, the additional 
deduction applicable to primary and manufacturing sectors for SMBs will be reduced and 
will be eliminated in 2021. 
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Minimum tax rate applicable to income eligible for the SBD 
(per cent)      
   Applicable rate  

 
From 

January 1, 
2018 to 

March 27, 
2018 

From March 
28, 2018 to 

December 31, 
2018 

 
 
 

From 
January 1 to 

December 31, 
2019 

 
 
 

From 
January 1 to 
December 31, 

2020 

 
 
 

As of 
January 1, 

2021 
General tax rate 11.7 11.7 11.6 11.5 11.5 

Maximum SBD rate(1)
 –3.7 –4.7 –5.6 –6.5 –7.5 

SMB’s tax rate 8.0 7.0 6.0 5.0 4.0 

Additional maximum 
deduction for primary and 
manufacturing sectors 
SMBs(2)

 

 
 
 

–4.0 

 
 
 

–3.0 

 
 
 

–2.0 

 
 
 

–1.0 

 
 

— 
TOTAL 4.0 4.0 4.0 4.0 4.0 

(1) This rate is reduced linearly, where the number of remunerated hours of the corporation’s employees is less than 
5 500 hours but more than 5 000 hours, or where the proportion of the corporation’s primary and manufacturing 
sectors activities is between 25% and 50%. 

(2) This rate is reduced linearly, where the proportion of the corporation’s primary and manufacturing sectors activities 
is between 25% and 50%. 

 

The announced changes will apply to a corporation’s taxation year that ends after March 
27, 2018. 

Gradual reduction of the Health Service Fund contribution rate for SMBs 

The budget announces a reduction to the Health Service contribution rate by: 

• Gradually increasing the $5 million threshold applicable to a specified employer’s 
total payroll to reach $7 million in 2022; 

● Gradually decreasing the contribution rate for specified employers in the primary 
and manufacturing sectors having a total payroll of $1 million or less, from 1.5% to 
1.25% over a five-year period. A gradual decrease is also announced for eligible 
specified employers with a total payroll over $1 million;  

● Decreasing the contribution rate for specified employers in the service and 
construction sectors; 

● Automatically adjusting the total payroll threshold for each year as of 2023. 

Additional capital cost allowance and tax credits 
The budget announces multiples modifications to the additional capital cost allowance and 
certain tax credits by: 
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● Increasing the additional capital cost allowance for manufacturing and processing 
equipment and general-purpose electronic data processing equipment from 35% to 
60% for property acquired before April 1, 2020; 

● Broadening the sectors of activity eligible for the tax holiday for large investment 
projects by adding investment projects for the development of an eligible digital 
platform; 

● Enhancing the refundable tax credit for on-the-job- training by: 

o Introducing an enhancement to the tax credit rate for Aboriginal trainees. 
The enhanced rates will be 50% for corporations and 25% for individuals; 

o Increasing the weekly limit and the eligible qualified expenditures; 
o Increasing the maximum hourly rates of an eligible trainee and of an 

eligible supervisor; 
o Introducing an enhancement to the credit rate to 50% for corporations and 

25% for individuals for eligible training related to an establishment or an 
employer located in some specific resource regions. 
 

● Introducing a refundable tax credit to encourage qualifying training for workers 
employed in SMBs. This credit will apply for eligible training taken by an eligible 
employee during their normal weekly work schedule, to a maximum of 520 hours 
for a taxation year. The credit rate of 30% will be reduced linearly where the total 
payroll exceeds $5 million, reaching zero where the total payroll reaches $7 million. 
The refundable tax credit will enable a qualified corporation to receive tax 
assistance up to $5,460 a year for each eligible employee who participates in 
eligible training; 

● Introducing of a refundable tax credit to support the digital transformation of print 
media companies. This refundable tax credit of 35% will provide assistance of up to 
$7 million annually for eligible digital conversion activities. These activities will 
include the development of information systems or the integration of technology 
infrastructure. The eligible expenditures will include qualified wages, eligible 
conversion contract along with acquisition or lease of qualifies property or the right 
of use or eligible licence. The corporation must obtain a qualification certificate from 
Investissement Québec; 

● Removing the limit corresponding to 45% of the consideration paid to a 
corporations for the performance of a dubbing contract for the application of the 
refundable tax credit for film dubbing; 

● Modifying the refundable tax credit for Québec film or television production in order 
to permit certain online video service. The minimum standard of “comprising at 
least 30 minutes of programming” will also be modified to include “20 minutes of 
audiovisual content”; 

● Decreasing to 20 minutes the required length for virtual reality documentaries for 
the purpose to the refundable film production services credit; 
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● Removing the $350,000 expenditures limit of a qualified production for the purpose 
of the refundable tax credit for the production of multimedia events of environments 
presented outside of Québec; 

● The extension of the refundable tax credit for the production of ethanol in Québec, 
the refundable tax credit for cellulosic ethanol production in Québec and the 
refundable tax credit for the production of biodiesel fuel in Québec to March 31, 
2023 with certain modifications to the calculation of the credit and the monthly limit; 

● Introducing a temporary refundable tax credit for pyrolysis oil production in Québec. 

Harmonization with the federal measures on split income and other measures from 
the 2018 federal budget  
 
The provincial legislation will be modified to harmonize with certain legislative proposals 
issued on December 13, 2017, by the Department of Finance Canada. In particular the 
rules related to the taxation of income sprinkling will be legislated with the appropriate 
adaptations.  
 
The provincial legislation will also be amended to harmonize with various measures 
presented in the February 27, 2018 federal budget, including international tax measures 
governing foreign affiliates, measures to prevent taxpayers from sustaining artificial 
losses using equity-based financial arrangements and measures in relation to the stop-loss 
rule on share repurchase transactions. 
 
Personal tax changes 

Personal income tax rates 

The budget did not announce changes to the personal tax rates except with regards to the 
reduction of the rates of the dividend tax credit for both eligible and non-eligible dividends. 
The changes are as follows:  
 

Reduction of the tax credit rate for dividends 
Year Eligible Non-eligible 

Before March 28, 2018 11.90% 7.05% 
March 28 to December 
31, 2018 

11.86% 6.28% 

2019 11.78% 5.55% 
2020  11.70% 4.77% 
2021 and beyond 11.70% 4.01% 

 
As a result of the changes to the dividend tax credit for both eligible and non-eligible 
dividends, the combined federal provincial top marginal rates for dividends are as follows: 
 

Combined Federal/Provincial Top Marginal Rates 
Year Eligible Non-eligible 

Before March 28, 2018 39.83 % 43.94 % 
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From March 28 to December 
31, 2018 

39.89 % 44.83 % 

2019 40.00 % 46.25 % 
2020  40.11 % 47.14 % 
2021 and following 40.11 % 48.02 % 

 
First-time home buyers’ tax credit 

The budget introduces a new first-time home buyer’s non-refundable tax credit for a 
housing unit located in Québec that is acquired at a particular time after December 31, 
2017. An individual, other than a trust, who is resident in Québec at the end of a taxation 
year will be able to deduct, where a qualifying home in respect of the individual is acquired 
in the year, 15% of an amount of $5,000 for a maximum value of $750. 
 
If, for a taxation year, more than one individual may claim the first-time home buyers’ tax 
credit in respect of a qualifying home, the total of the amounts that each of these individuals 
may claim, in the calculation 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 to the tax 
credit for the year. To claim the credit, the individual or the individual’s spouse, has to 
intend to inhabit the home as a principal place of residence not later than one year after the 
particular time, the unit has to be the individual’s first housing unit (the individual must not 
have owned, whether alone or jointly, a housing unit that was occupied by the individual in 
the fourth preceding calendar year that ended before the acquisition of the housing unit). A 
housing unit will include an individual house that is detached, semi-detached or a row 
house, a manufactured home or mobile home, an apartment in an immovable under divided 
co-ownership (condominium) and an apartment in a multiple-unit residential complex. 
 
Combined with the federal credit, this assistance can add up to $1,376. 
 
Extension of the eligibility period for the RénoVert tax credit  

The budget extends the eligibility period for the refundable tax credit for eco-friendly home 
renovation, the RénoVert tax credit. An eligible amount of expenses of $10,000 per eligible 
dwelling, allows for a financial assistance that corresponds to 20% of the portion, in excess 
of $2,500, of qualified expenditures paid by an individual, after March 17, 2016 and before 
January 1, 2019. Recognized eco-friendly renovation work for the purposes of the 
RénoVert tax credit consists mostly of measures to reduce carbon in the residential sector. 
Briefly, such work pertains to insulation, sealing, installation of Energy Star-qualified doors 
or windows, and heating, air conditioning, water heating and ventilation systems, as well as 
to water and soil quality, provided the work has a positive energy or environmental impact 
and meets the attendant standards. The credit can be shared between the owners of an 
eligible dwelling. 
 
Enhancement of the tax shield 
 
The budget announces that the benefits of the tax shield will be enhanced. The maximum 
increase in eligible work income relative to the previous year will be raised to $4,000 (from 
$3,000), for each member of a household, as of the 2018 taxation year. 
 
Enhancement of the tax credit for experienced workers 
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To further encourage experienced workers to remain in the labour market, the budget 
announces that the age of eligibility for the tax credit will be lowered, as of the 2018 
taxation 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. In addition, the budget announces 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 taxation year. 
 
Enhancement of the refundable tax credit for childcare expenses  

The budget announces that the limit applicable to childcare expenses paid in respect of a 
child with a severe and prolonged impairment in mental or physical functions and the limit 
applicable to childcare expenses paid in respect of a child who does not have such an 
impairment and who is under seven years of age at the end of a year, or who would have 
been had the child been living, will be $13,000 (from $11,000) and $9,500 (from $9,000), 
respectively, as of the 2018 taxation year.  
 
In addition, the three annual limits on childcare expenses eligible for the purposes of the 
refundable tax credit for childcare expenses will be automatically adjusted each year as of 
the 2019 taxation year. 
 

Extension of the tax credit for a first major cultural gift  

The budget announces that an individual will be able to claim the non-refundable tax 
credit for a first major cultural gift made before January 1, 2023 (i.e., the credit it will be 
extended five years). 

This credit is offered to an individual who donates an eligible amount of a gift of money, up 
to $25,000, in the year or in any of the four preceding taxation years to an eligible cultural 
donee, the eligible amount of the gift has to be at least $5,000. 
 
Changes to the refundable tax credit for informal caregivers of persons of full age  

Further recognition of informal caregivers  
 
As of the 2018 taxation year, the tax credit for informal caregiver will comprise a new 
component that will apply to informal caregivers who, without housing or co-residing 
with a relative, regularly and continuously help the relative. The new component of the 
tax credit will consist of $533 for each eligible relative and will be reduced based on the 
eligible relative’s income for the year for which the tax credit is claimed. This amount 
will be reduced at a rate of 16% for each dollar of the eligible relative’s income that 
exceeds a threshold of $23,700. To qualify as an eligible relative one must not live in a 
dwelling situated in a private seniors’ residence or in a public network facility and the 
person has to have a severe and prolonged impairment. 

 
Recognition of nurse practitioners respecting certifications required  
 
As of March 27, 2018 the nurse practitioners will be authorized, for the purposes of the 
refundable tax credit for informal caregivers of persons of full age, to issue certifications 
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confirming that the eligible relative, because of the relative’s severe and prolonged 
impairment in physical or mental functions, is unable to live alone or needs assistance in 
carrying out a basic activity of daily living, as the case may be. 
 
Enhancement of the refundable tax credit for volunteer respite provided to informal 
caregivers 
 
The budget announces changes to the application of the refundable tax credit for volunteer 
respite provided to informal caregivers, in respect of a care recipient. They can be 
summarized as follows: 
 

● A maximum amount of $250 may be attributed for the year to an individual by an 
informal caregiver in relation to the care recipient, where the individual provides to 
the informal caregiver in the year at least 200 hours of volunteer respite services in 
respect of the care recipient; 

● A maximum amount of $500 may be attributed for the year to an individual by an 
informal caregiver in relation to the care recipient, where the individual provides to 
the informal caregiver in the year at least 300 hours of volunteer respite services in 
respect of the care recipient; and 

● A maximum amount of $750 may be attributed for the year to an individual by an 
informal caregiver in relation to the care recipient, where the individual provides to 
the informal caregiver in the year at least 400 hours of volunteer respite services in 
respect of the care recipient. 

Enhancement of the refundable tax credit for the acquisition or rental of property 
intended to help seniors live independently longer 
 
An individual who, at the end of a particular taxation year was resident in Québec and had 
reached 70 years of age is eligible for a refundable tax credit for the year equal to 20% of 
eligible expenses. The budget announces a reduction, as of the 2018 taxation year, to $250 
(from $500), of the threshold at which the tax credit may be claimed in respect of expenses 
paid for qualified property, and through the broadening of the existing list of qualified 
property. 
 
Broadening of the tax credit for persons living alone, in order to encourage 
intergenerational cohabitation 
 
The budget announces that, for a taxation year subsequent to 2017, an individual who 
ordinarily lives, throughout the year in a self-contained domestic establishment maintained 
by the individual and in which no person, other than the individual, a person under 18 years 
of age or an eligible student of whom the individual is either the father, mother, grandfather 
or grandmother, or the great-grandfather or great-grandmother, lived during the year may 
claim, for that year, the amount for persons living alone in the calculation of the tax credit 
for a person living alone. 
 
Measures relating to Quebec sales tax and e-commerce 

The Quebec budget introduces several changes related to the digital economy. 
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Mandatory registration 

Suppliers with no physical or significant presence 

The budget announces the implementation of a new registration 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. The suppliers with no physical or significant presence in Québec that are located 
in Canada will also be required to collect and remit the QST on taxable corporeal movable 
property they supply in Québec.  
 
For the mandatory registration measure to apply to a non-resident supplier, the value of the 
considerations for all taxable supplies made by the supplier in Québec to persons that may 
reasonably be considered consumers, as defined under the existing QST system, must 
exceed a threshold of $30,000. 
 
Service distribution platform 

The budget announces that the requirement to register under the new specified registration 
system will also apply to digital property and services distribution platforms (hereinafter, 
“digital platforms”) with respect to taxable supplies of incorporeal movable property or 
services received by specified Québec consumers, where these digital platforms control the 
key elements of transactions with specified Québec consumers (i.e., billing, transaction 
terms and conditions, delivery terms).  
 
For the purpose of calculating the $30,000 threshold, the value of the considerations for a 
non-resident supplier’s taxable supplies through a digital platform will not need to be taken 
into account in the calculation of the non-resident supplier’s threshold, since it will be taken 
into account in the calculation of the digital platform’s threshold. However, the value of the 
considerations for supplies made by another means must be taken into account in the 
calculation of the non-resident supplier’s threshold. 
 
Presumption of supply into Quebec 

The budget announces changes to the presumption provided by the QST system whereby 
a supply of movable property or services made in Québec by a person that is not resident 
in Québec is deemed to have been made outside Québec. The presumption will not apply 
to the following supplies: 
 

● Supplies of corporeal movable property made in Québec to specified Québec 
consumers by non-resident suppliers located in Canada and registered under the 
specified registration system; 

● Supplies of incorporeal movable property or services made in Québec to specified 
Québec consumers by non-resident suppliers registered under the specified 
registration system; 

● Supplies of incorporeal movable property or services made in Québec to specified 
Québec consumers by non-resident suppliers through a digital platform registered 
under the specified registration system or the general registration system. 
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Jurisdiction of consumption 
 
Suppliers with no physical presence 

The budget announces that the specified registration system will ensure that non-resident 
suppliers collect and remit the QST applicable to their taxable supplies made in Québec to 
specified Québec consumers. Thus, non-resident suppliers registered under the new 
specified registration system will not be registrants within the meaning of the other 
provisions of the QST system. 
 
Specified Quebec consumer 
 
The budget explains that for the purposes of the specified registration system, “specified 
Québec consumer” will mean a person who is not registered for the QST and whose usual 
place of residence is located in Québec. 
 
Other measures 
 
The budget announces various related measures including the following: 
 

● Tax paid by mistake; 

● Election to register under the specified registration system or the general system; 

● A new mechanism to verify the identification number of non-resident suppliers; 

● Penalties. 

Application date 
 
In the case of non-resident suppliers outside Canada, and in the case of digital platforms 
enabling such suppliers to make taxable supplies of incorporeal movable property or 
services in Québec to specified Québec consumers the measures will apply as of 
January 1, 2019. 
 
The rules for non-resident suppliers located in Canada, and for digital platforms enabling 
such suppliers to make taxable supplies of incorporeal movable property or services in 
Québec to specified Québec consumers will apply as of September 1, 2019. 
 
Other Measures 

Capital régional et coopératif Desjardins 

The budget announces that a new class of shares to the capital stock of Capital régional et 
coopératif Desjardins will be issued to encourage investors who have held shares for at 
least seven years to convert them into new shares that will also be redeemable after a new, 
mandatory retention period. The acquisition, after February 28, 2018, of shares or fractional 
shares of the new class of capital stock of Capital régional et coopératif Desjardins will 
allow a non-refundable tax credit for the individual who bought the shares. The credit will 
amount to 10% of the value of the shares or fractional shares converted, up to $15,000 
(i.e., the maximum credit being $1,500). 
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The non-refundable tax credit in respect of the acquisition of shares of the existing class of 
capital stock of Capital régional et coopératif Desjardins will be reduced from 40% to 35% 
in respect of all shares acquired after February 28, 2018. 
 
Fondaction 

The budget announces that the credit for the acquisition of shares Fondaction, le Fonds de 
développement de la Confédération des syndicats nationaux pour la coopération et l’emploi 
(a labour-sponsored fund) will be maintained at 20% for eligible shares acquired in the next 
three fiscal years. However, to control the tax expenditure attributable to this new support 
from the government, a limit will be imposed on the capital raised by Fondaction.  
 
Compensation tax for financial institutions 
 
The compensation tax rates applicable to amounts paid as wages will be adjusted as of 
April 1, 2018. Table A10 of the Quebec Économic Plan presents the changes as follows: 
 

 
 
The budget also presents the terms of application of these changes as well as an integrity 
rule. This rule will apply, amongst other, in situations where it is reasonable to believe that, 
for the purpose of reaching the maximum amount paid as wages subject to the 
compensation tax more rapidly, a financial institution pays, at a particular time, amounts 
paid as wages to an employee who renders services to another financial institution. 
 
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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