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Highlights of the 2021-2022 
Quebec Budget 
March 25, 2021 
No. 2021-14 

Quebec Finance Minister Eric Girard delivered the province’s 2021-2022 budget on March 
25, 2021. The budget anticipates a deficit of $15 billion for 2020-2021 and a deficit of $12.3 
billion for 2021-2022. The government expects the budget balance to be restored for fiscal 
2027-2028. 

Although the budget does not contain any personal tax rates changes, it effectively 
decreases the small business income tax rate and changes the non-eligible dividend tax 
credit rate. The budget also temporarily increases certain credits, including the investment 
and innovation tax credit and the refundable tax credit for on-the-job training periods. 

The highlights of the budget are as follows. 

Corporate income tax changes 

The budget effectively decreases the small business income tax rate by increasing the 
small business deduction (SBD). As a result, Quebec’s corporate income tax rates are as 
follows: 
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Corporate Income Tax Rates 
From January 1, 2021 to March 25, 2021 / As of March 26, 2021 

 Quebec Combined Federal 
and Quebec 

General 11.5% 26.5% 
M&P 11.5% 26.5% 
Small businesses1 4% / 3.2% 13% / 12.2% 
1 Generally on first $500,000 of active business income. 

The announced change to the SBD rate will apply to a corporation's taxation years 
ending after March 25, 2021. The budget also confirms the addition of an option for the 
number of remunerated hours that have an impact on the SBD. 

Personal income tax rates changes 

The budget does not include any changes to personal tax rates. However, the non-
eligible dividend credit rate will decrease to 3.42% (from 4.01%) effective 2022, so that 
the combined federal-Quebec marginal tax rates will be as follows: 

Combined Federal and Quebec Top Marginal Tax Rates for Individuals 
 2021 2022 

Interest and regular income 53.31% 53.31% 
Capital gains 26.65% 26.65% 
Eligible dividends 40.11% 40.11% 
Non-eligible dividends 48.02% 48.70% 

 

 
Other corporate income tax changes 

Investment and innovation tax credit (C3i) 

The C3i tax credit is granted to a qualified corporation that acquires, after March 10, 2020 
and before January 1, 2025, manufacturing or processing equipment, general-purpose 
electronic data processing equipment or certain management software packages. The 
credit rate is 10%, 15% or 20%, depending on the area where the property is mainly used. 
The budget enhances the C3i by temporarily doubling its rate. Under certain conditions, for 
the period beginning on March 26, 2021 and ending on December 31, 2022, the rate will be 
20%, 30% or 40%. 

Tax holiday for large investment projects 

The budget announces the following changes to the tax holiday for large investment 
projects: 

• Extension of the start-up period for certain investment projects 
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• Addition of a choice for a corporation or a partnership with respect to the date of 
the beginning of the tax-free period for its investment project 

• Possibility for a project to modernize a business through digital transformation to 
be recognized as a large investment project. 

Refundable tax credit for on-the-job-training periods 

The budget announces a temporary 25% increase to the refundable tax credit rates for on-
the-job training periods. This amendment will apply to qualified expenditures incurred after 
March 25, 2021 and before May 1, 2022 in respect of a qualified training period beginning 
after March 25, 2021. 

R&D tax credit 

The budget eliminates the requirement to obtain an advance ruling for R&D tax credits, 
effective March 26, 2021. 

Addition of restrictions to certain tax incentives 

The budget announces additional restrictions to ensure that the distribution of content that 
includes sexually explicit scenes does not qualify for tax incentives. 

Restrictions will be added to the following tax credits: 

• Scientific research and experimental development (R&D) tax credits 

• The investment and innovation tax credit (C3i) 

• Tax credits for the development of e-business 

• Synergy capital tax credit. 

In addition, adjustments will be made to the restrictions already in place with respect to the 
following measures: 

• Tax credits for multimedia titles 

• Tax holiday for major investment projects.  

Changes to the compensation tax for financial institutions 

The budget announces the continuation of the compensation tax beyond March 31, 2024. 
The budget specifies that the terms and rates of the compensation tax applicable as of 
March 31, 2024 will continue to apply after March 31, 2024. 
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Other personal tax changes 

Enhancement to the refundable tax credit for home-support services for seniors 

The budget incrementally enhances the refundable tax credit for home-support services for 
seniors by one percentage point per year until 2026. The tax credit’s maximum rate will 
increase to 40% (from 35%) in 2026. Furthermore, the maximum amount of rent used to 
calculate eligible expenses for the tax credit will be raised to $1,200 a month (from $600 a 
month), effective January 1, 2022. 

Trust-related changes 

Harmonization with federal measures 

The budget announces the harmonization with the legislative proposals to improve the 
collection of beneficial ownership information with respect to trusts, as included in the 
Department of Finance Canada’s July 27, 2018 press release. To achieve this objective, 
the budget proposes that certain trusts be required to provide additional information on an 
annual basis, that certain trusts be required to file a tax return in cases where there is no 
such obligation at this time, and that a penalty be added, particularly in some events of 
non-filing.  

The harmonization measures retain the federal legislative proposals for the new penalty, 
except for the amount of the penalty. Instead, the person or partnership concerned will 
incur, for the purposes of the Quebec tax system, a penalty equal to $1,000 and an 
additional penalty of $100 per day, calculated as of the second day that the omission or 
default lasts, up to a maximum of $5,000. 

These new measures are expected to apply to taxation years of trusts ending after 
December 30, 2021. 

Trust holding rental property  

The budget announces that changes will be made to Quebec's tax regulations regarding 
the expression “excluded trust”. Thus, a testamentary trust will no longer be an excluded 
trust. The same will apply to a succession, with the exception of a succession that is a 
graduated rate estate. 

These new measures are expected to apply to taxation years of trusts ending after 
December 30, 2021. 

Required identification number 

The budget also announces the addition of a requirement to obtain and provide a trust’s tax 
identification number in any return, report or other document required to be filed by the 
trust, and to provide the federal account number as mandatory information. 
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This amendment will apply to any return, report or other document required to be filed 
under a tax law after March 25, 2021. 

Indirect tax changes 

The budget confirms that amendments will be made to the Quebec sales tax (QST) regime 
to adapt it to federal proposals for the goods and services tax and the harmonized sales 
tax (GST/HST) on digital products and cross-border services. These federal proposals 
were announced on November 30, 2020 and will come into force on July 1, 2021. The 
budget also provides some additional details regarding changes to the QST regime with 
respect to goods supplied through distribution warehouses. In addition, the budget 
announces that changes to the QST regime will only be made after the GST/HST regime 
receive Royal Assent, but will become effective on the same date (i.e., July 1, 2021). 

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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