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As of the date of this writing, most of the 
2012-2013 budgets (Federal and Provin-
cial) have been presented. In total, there 
are few new tax changes, but there are 
significant amendments and administra-
tive changes made to allow for easier 
administration of certain provisions and 
to cover certain tax loopholes. It seems 
that the federal government in particular 
had a number of these changes in the 
books and decided to bring them all 
down in the budget. We expect to see a 
considerable amount of new documen-
tation as a result.

Federal
The federal Budget was delivered on 
March 29, 2012.  There will be no tax rate 
changes at the personal and corporate 
levels. The most significant changes 
revolve around the direct funding of pro-
grams in particular funding for research 
and development, including enhancing 
the funding of Venture Capital Funds and 
university research programs.

Some corporate tax changes that are 
proposed to be made are listed below:

•	 Reduction of the special research and 
experimental development (SR&ED) 
investment tax credit from 20% to 
15% will commence January 1, 2013. 
For companies with year-ends after 
that date, the amount of reduction 
will be prorated.  The enhanced 
credit for Canadian controlled private 
corporations will remain at 35% on 
the first $3 million of expenditures. 
There will be significant changes 
to what will now qualify for SR&ED 
credits, and to how those credits will 
be administered.

•	 Certain rules respecting partner-
ships will be changed, particu-
larly those surrounding certain tax 
planning opportunities such as 
the “section 88 bump”. The Budget 
proposes to deny a bump in certain 
circumstances. As well, rules are 
being tightened on the taxation of 
proceeds of a sale of a partnership 
interests to a non-resident.

•	 Corporations will be able to retroactively 
declare that a dividend was an eligible 
dividend, or declare that a portion of a 
dividend was an eligible dividend (within 
a three-year period). As well, a corporation 
will no longer have to declare an eligible 
dividend as a separate dividend; instead, it 
can be part of a dividend.

•	 Rules regarding capital cost allow-
ance under class 43.2 will be relaxed 
to allow the inclusion of equipment 
for a wider range of activities than 
what was originally prescribed. As 
well, equipment that uses plant 
residue as fuel will be allowed the 
class 43.2 designation.
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•	 Certain mining and development credits will be 
phased out.

•	 The Hiring Credit for Small Business in respect of 
Employment Insurance premiums will be ex-
tended for a further year.

•	 With the elimination of the one cent piece, busi-
nesses will need to round sales up or down to near-
est five cents for all cash sales.

British Columbia
The British Columbia Budget was brought down on Feb-
ruary 21, 2012. Some of the new or extended provisions 
relating to businesses are as follows::

•	 The Book Publishing Tax Credit will be extended to 
March 31, 2017.

•	 The “grind” on the Film Incentive Tax Credit will be 
removed.

•	 The Interactive Digital Media Tax Credit will be 
amended to allow cutscene productions as an 
eligible activity.

•	 The Small Business Venture Capital program will be 
enhanced by $3 million.

With the return to provincial sales tax (PST) in the 
province effective April 1, 2013, a host of announce-
ments were made in the Budget to outline the 
transition back to PST on most goods and services 
delivered in the province.  For the most part, the 
province will revert back to the rates (some adjusted 
for inflation) that applied prior to implementation of 
the harmonized sales tax (HST) in 2010. Goods that 
were exempt under the original PST, but were taxed 
under the HST, will again for the most part be ex-
empt under the new PST. Transitional rules were also 
outlined that will guide businesses on the taxation 
of goods and services as they move from the one 
regime back to the other during this period.

Alberta
The Alberta Budget was announced on February 9, 
2012. Alberta introduced legislation to eliminate the 
deduction for the federal scientific research and experi-
mental development (SR&ED) credit when calculating 
its own SR&ED credit. This will enhance the Alberta 
SR&ED credit by roughly 35%. 

There were no new taxes and no tax rate increases.

Saskatchewan
The Saskatchewan Budget was presented on March 21, 
2012. It introduced a new Rental Housing Construction 
Initiative that will grant a rebate of corporate income 
tax equal to 10% of the rental income from eligible new 
multi-unit residential rental projects. 

The Film Employment Tax Credit (FETC) will be discon-
tinued. As of April 1, 2012, the government will no lon-
ger accept FETC registrations, but it will honour produc-
tions already registered and issue tax credits accordingly. 
The FETC will be fully phased out by December 31, 2014. 

Research and development (R&D) credit rules will 
be changed somewhat in that the 15% refundable 
credit will remain for Canadian-controlled private 
corporations subject to a maximum annual limit of 
$3 million, but it will change to a non-refundable 
credit for such amounts in excess of $3 million, as 
well as for all other corporations.

Ontario
The Ontario Budget was delivered on March 27, 2012. 
Although no new taxes were announced, the proposed 
corporate tax reduction of 0.5% which was to have tak-
en effect on July 1, 2012 will not be implemented until 
such time as the budget is balanced. Thus, the effective 
corporate tax rate will remain at 11.5% for the foresee-
able future. The Ontario manufacturing and processing 
rate and small business rate will remain unchanged, at 
10% and 4.5%, respectively.

The province will undertake studies to determine the ef-
fectiveness of the Apprenticeship Training Program and 
the Research and Development tax credits.  

The province announced that it will beef up its enforce-
ment provisions and look to increasing fines and penalties 
and enhance its powers of search and seizure. As well, the 
province will explore enforcement measures aimed at the 
underground economy and aggressive tax planning tech-
niques, including measures adopted by Quebec.

Quebec
The  Quebec Budget was introduced on March 20, 2012. 
It announced that the province will roll out the new 
Voluntary Retirement Savings Plan (VRSP) which will 
compel all employers of five or more employees to offer 
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some kind of employee pension plan. Those employers 
that do not currently provide a company pension plan 
will be compelled to offer their employees the new 
VRSP. Employers can either contribute to their em-
ployee’s plans or not. If they choose to contribute the 
province will allow a reduction in their payroll taxes. 

Other tax measures announced are listed below.

•	 To encourage employers to hire more workers over 
the age of 65, the government will allow a deduction 
of its contribution to the Health Service Fund for those 
employees. This reduction may reach $400 in 2013 
and up to $1,000 by 2016.

•	 The refundable credit for labour training in the manufactur-
ing, forestry, and mining sectors, which was set to expire as of 
December 31, 2011, will be extended to December 31, 2015.

•	 A new refundable tax credit will be introduced that will 
encourage the creation of new financial services cor-
porations. These new credits will mirror other Quebec 
credits that have been introduced in the past for specific 
industries. Credits will be limited to $30,000 per eligible 
employee on eligible salaries paid in a year, and up to 
$150,000 of other eligible expenses in a year.

•	 Tax credits for certain resource sectors will be 
reduced by 10%.

•	 A new tax credit for the Tourism industry will be intro-
duced that will allow for a refundable credit of up to 
$175,000 to establishments that own a hotel, tourist 
home, resort, bed and breakfast establishment, or a 
youth hostel in Quebec, and that carry out renova-
tions or improvements. The credit will be limited to 
25% of the first $750,000 that exceeds $50,000. 

•	 Enhancements will be made to certain segments of 
the film industry credits, as well as to the definition of 
eligible employees for the purpose of the deduction 
for foreign workers holding a key position.

•	 A new tax credit will be introduced to those compa-
nies issuing shares as a part of an initial public offering 
to offset some of the costs.

•	 An employer who establishes a new public transporta-
tion system for employees who live outside the local 
municipality will be allowed an additional special 
deduction from income equal to the cost of establish-
ing such a service. 

•	 Other tax changes were announced for the 
mining and resource industry, the multi-media 
industry, and cooperatives.

New Brunswick
The New Brunswick Budget was delivered on March 28, 2012.  
The province announced that it would increase the Financial 
Corporation Capital Tax to 4% from the current 3%.

The province announced that a royalty system will be 
developed that will eventually see the government receive 
its fair share of profits from the development of natural 
resources and that the Dividend Tax Credit (for dividends 
from corporations subject to the general Corporate Income 
Tax rate) will be reviewed.

Nova Scotia
The Nova Scotia Budget was delivered on April 3, 2012, 
and for the third straight year it announced that it will 
reduce the small business tax rate.  The rate will drop 
on January 1, 2013 from 4% to 3.5% for eligible small 
businesses and will apply to the first $400,000 of taxable 
income. It also announced that it will reduce the general 
Harmonized Sales Tax rate from 15% to 14% effective for 
2014 and a further 1% to 13% in 2015.

The large corporations tax on capital will be eliminated 
effective July 1, 2012 consistent with the schedule previ-
ously announced in the 2006-2007 Budget.

Others
As of the date of the composition of this article, Manitoba, 
Prince Edward Island, Newfoundland and Labrador and 
The Northwest Territories have yet to deliver their 2012-
2013 Budgets .
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