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To date, the federal Budget, along 
with most of the provincial and 
territorial budgets, has been pre-
sented (with the only exceptions 
being Manitoba, Prince Edward 
Island, and Newfoundland and 
Labrador). There were a few tax 
changes this year at the federal 
level, and some at the provincial 
as well. Alberta, which has deal 
with its declining oil revenue, 
made the most significant chang-
es. The federal budget doled out 
some personal tax goodies, and also 
reduced its small business corporate 
rate. The following commentary high-
lights the major tax changes that may 
affect your business.

Federal
Increase in the Small Business 
Deduction (SBD)
A Budget 2015 proposes to in-
crease the SBD so that the small 
business tax rate will be reduced to 
9% by 2019 as follows:

•	 January 1, 2016—10.5%;

•	 January 1, 2017—10%;

•	 January 1, 2018—9.5%; and

•	 January 1, 2019—9%.

Taxation years that straddle the 
calendar year will be pro-rated 
accordingly.

Accelerated Capital Cost  
Allowance for Manufacturing 
and Processing Machinery 
and Equipment 
For property acquired after 
2015 and before 2026, Budget 
2015 effectively moves ma-
chinery and equipment used 
in manufacturing or process-
ing goods for sale or lease to 
a new Class 53. The CCA rate 
will be 50% on a declining-
balance basis.

Deferral of Tax on Patronage 
Dividends Paid in Shares of 
Agricultural Cooperatives
The amendment in 2005 to defer 
the inclusion of some or all of 
the patronage stock dividends 
issued by an agricultural coop-
erative until such time as the 
share is sold or redeemed has 
been extended until the end of 
2020. It had previously been set 
to expire at the end of 2015.

Quarterly Remitter Category 
for New Employers

Commencing in 2016, new em-
ployers withholding amounts 
that are $1,000 or less per month 
from their employee’s wages will 
be allowed to make remittances 
quarterly rather than monthly.
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Synthetic Equity Arrangements
Budget 2015 proposes to amend the dividend 
rental arrangement rules to deny the inter-
corporate dividend deduction for dividends 
received by a taxpayer where the taxpayer (or 
a person that does not deal at arm’s length 
with the taxpayer) enters into a synthetic 
equity arrangement in respect of a Canadian 
share. This will mostly affect Canadian finan-
cial institutions.

Tax Avoidance of Corporate Capital Gains
This Budget attempts to reorganize and expand 
the Butterfly Rules in section 55 of the Income 
Tax Act in a detailed manner and to deal with a 
specific abusive situation noted in the Budget 
Documents.

Captive Insurance
Budget 2015 provides a further anti-avoid-
ance rule that applies to the use of certain 
“insurance swaps”.

British Columbia
The B.C. Budget contained no corporate tax rate 
changes.

B.C. Interactive Digital Media Tax Credit
The B.C. interactive digital media tax credit is 
extended for an additional three years to Au-
gust 31, 2018.

Digital Animation or Visual Effects Tax 
Credit (DAVE)
The DAVE Tax Credit is expanded to include eli-
gible post-production activities, and is available 
for productions where principal photography 
begins on or after March 1, 2015.

Alberta
The Alberta Budget contained no corporate tax rate 
changes.

Fuel Tax Changes
•	 Tax on gasoline and diesel will increase by 4 

cents to 13 cents per litre.

•	 Tax on propane will increase by 2.9 cents per 
litre to 9.4 cents per litre.

Saskatchewan
The Saskatchewan Budget contained no corporate 
tax rate changes.

Research and Development (R&D) Tax Credit
Saskatchewan’s R&D Tax Credit will now be 
fully non-refundable, and the rate is being re-
duced from 15% to 10% of qualifying research 
and development expenditures.

Manufacturing and Processing (M&P) 
Exporter Tax Incentive
The new M&P Exporter Tax Incentive will provide 
tax credits to eligible corporations that increase 
their number of full-time employees.

Rebate for Primary Steel Production
The new Rebate for Primary Steel Production 
will provide an income tax rebate for eligible 
primary steel producers that make a minimum 
capital investment of $100 million in new or 
expanded productive capacity.

Potash Production Tax
The total amount of deductions potash producers 
receive from their capital spending will now be 
expended over a longer period of time. All capital 
expenditures will continue to accrue at the rate of 
120%, but effective January 1, 2015, rates at which 
capital expenditures are deductible from annual 
gross sales revenues will be reduced. This measure 
is an interim step; a broad review of the entire pot-
ash taxation and royalty system is planned.

Ontario
The Ontario Budget contained no corporate tax rate 
changes.

Corporate Tax Credit Reduction
Certain corporate tax credits are being reduced, 
namely: 

•	 Apprenticeship Training Tax Credit;

•	 Ontario Interactive Digital Media Tax Credit;

•	 Ontario Production Services Tax Credit;

•	 Ontario Film and Television Tax Credit;

•	 Ontario Computer Animation and Special Ef-
fects Tax Credit; and

•	 Ontario Sound Recording Tax Credit.

2

C O R P O R A T E N e w s l e t t e r May 2015  Issue 32



Other
The Ontario Resource Tax Credit will be har-
monized with those of the other Canadian 
jurisdictions.

Quebec
Corporate Tax Rate Reduction
The general tax rate for corporations will be gradu-
ally reduced, from 11.9% in 2015 and 2016 to 11.5% 
in 2020.

The 4% reduction in rates (effective April 1, 
2015) afforded to small and medium-sized 
businesses (SMBs) in the manufacturing sector 
will be limited to certain corporations. It will, 
however, be expanded to include corporations 
involved in the primary sector.

Health Services Fund 
The Health Services Fund contribution rates for 
SMBs in the service and construction sectors will 
be gradually reduced from a minimum of 2.7% in 
2015 and 2016 to 2.25% in 2019. The maximum 
contribution rate will remain at 4.26%.

Tax Credit for Investments Relating to 
Manufacturing and Processing Equipment
The tax credit rates for investments relating to 
manufacturing and processing equipment will be 
reduced by 8%, applicable to qualifying expenses 
incurred after December 31, 2016. The legislation 
will also be amended to extend the tax credit 
for an additional five years to include qualifying 
equipment purchased before January 1, 2023.

Tax Credit for On-the-Job Training Periods
The refundable tax credit for on-the-job train-
ing periods will be increased with respect to 
qualifying employees who are students, (i) 
from a base rate of 12% to 20% for employers 
who are individuals, and (ii) from 24% to 40% 
for employers who are corporations. The base 
rates become 25% and 50%, respectively, for 
qualifying trainees who are either disabled or 
immigrants. These changes will be applicable 
to qualifying expenditures that were incurred 
for an eligible training period that com-
menced after March 26, 2015.
Tax Credit for Integration of IT in  
Manufacturing SMBs
The tax credit for integration of IT in manufac-
turing SMBs is being be reinstated and will ap-
ply to qualified expenses relating to a qualified 
management software package obtained after 
March 26, 2016, and before January 1, 2020. 

The amount of the credit will be reduced from 
its previous maximum of 25% and applied going 
forward at a maximum rate of 20%. The total 
amount that may be claimed by a corporation 
will be limited to $50,000.

Tax Credit for Gaspe Peninsula and Certain 
Maritime Regions of Quebec
Improvements will be made to the refundable 
tax credit for Gaspe Peninsula and certain mari-
time regions of Quebec such that the tax credit 
for corporations involved in certain qualifying 
industries in that region will be enhanced.

Tax-Advantaged Funds
Amendments will be made to increase the contri-
butions allowed for certain tax-advantaged funds 
to help increase economic development.

Input Tax Credits (ITCs) Under the QST System 
for Large Corporations
The restrictions on the granting of certain ITCs 
under the QST system for large corporations will 
be gradually phased out. The ITCs will be 100% 
claimable in 2021.

Goods Used in the Liquefaction of Natural Gas
Some capital cost allowance rates for goods 
used in the liquefaction of natural gas will be 
eligible for increased capital cost allowance 
rates for qualifying property obtained after 
February 19, 2015, and before 2025.

Changes to Several Refundable Tax Credits
Th Enhancements, extensions, or alterations are 
being proposed to several refundable tax credits, 
primarily in the film, sound, and multimedia indus-
tries. The credits affected are: 

•	 refundable tax credit for the production of 
multimedia titles; 

•	 refundable tax credit for the development of e-
business and the addition of a non-refundable 
tax credit; 

•	 refundable tax credit for Quebec film and tele-
vision production; 

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

performances; 
•	 refundable tax credit for film dubbing;
•	 refundable tax credit for book publishing; 
•	 tax credit for the production of multimedia envi-

ronments or events staged outside Quebec; and 
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•	 refundable tax credit for international finan-
cial centres and addition of a non-refundable 
tax credit.

Other Tax Changes
•	 New measures will be introduced that are 

meant specifically to enhance the integrity of 
the taxation system targeting specific charac-
teristics of a corporation and certain types of 
transactions. 

•	 New measures will be introduced that will 
ease the transition of a family business to 
related family members.

New Brunswick
The New Brunswick Budget contained no corporate 
tax changes.

Nova Scotia
The Nova Scotia Budget contained no corporate 
tax rate changes.

Film Industry Tax Credit
The film industry tax credit is being converted from 
a fully refundable credit to one which is only 25% 
refundable, with the remaining 75% available as a 
non-refundable credit that can be used to reduce 
provincial income tax. This change will take ef-
fect July 1, 2015. Any productions that commence 
principal photography before that date will remain 
eligible for a fully refundable credit.

Capital tax
Effective January 1, 2015, an annual cap of $12 mil-
lion will be placed on provincial capital tax payable 
by financial institutions.

Yukon
The Yukon Budget contained no corporate tax changes.

Northwest Territories
The Northwest Territores Budget contained no 
corporate tax changes.

Nunavut
The Nunavut Budget contained no corporate tax 
changes.

Manitoba
As of the date of the composition of this article, Mani-
toba had yet to present its 2015-2016 Budget.

Newfoundland and Labrador
As oof the date of the composition of this article, 
Newfoundland and Labrador had yet to present its 
2015-2016 Budget.

Prince Edward Island
As of the date of the composition of this article, 
Prince Edward Island had yet to present its 2015-2016 
Budget.
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