EY Tax Alerts cover
significant tax news,
developments and
changes in legislation
that affect Canadian
businesses. They act as
technical summaries to
keep you on top of the
Tax Alert — Ca nada latest tax issues. For
more information,
please contact your

quhllqhts E(\j( advisor or EY Law
Québec budget 2022-23 |

2022 Issue No. 16
22 March 2022

“The pandemic has also had a significant impact on public finances, which is unavoidable when many
sectors of the economy are slowing down. Our strong support for the public and businesses has also
led the government to significantly increase spending.

In this context, | think it is fair to say that Québec has persevered. Our people rose to the challenge of
fighting the pandemic, despite all the restrictions this required.

And that same perseverance will carry us through the turbulence facing the global economy. The
budget | am tabling today is being presented in a context of great uncertainty: we do not know how the
pandemic may evolve, inflation is currently high, and central banks are tightening their monetary policy.
Added to this is the tense geopolitical context, marked by the Russian invasion of Ukraine.”

Eric Girard, Québec’s Minister of Finance

2022-23 Québec Budget Speech

On 22 March 2022, Québec Finance Minister Eric Girard tabled the province's fiscal
2022-23 budget. The budget contains tax measures affecting individuals and
corporations. The budget contains no new taxes and no tax increases.

The minister anticipates a deficit of $7.4 billion for fiscal 2021-22 (after contributions to the
Generations Fund) and $6.5 billion for fiscal 2022-23, with reduced deficits for each of the
next four fiscal years. The government’s objective is to restore fiscal balance by fiscal
2027-28.

Following are the highlights of the budget tabled by the Québec Minister of Finance. A
summary of the key tax measures announced will be available in our Tax Alert No. 17 -

Québec budget 2022-23.

Building a better
working world




Business tax measures

Corporate tax rates

o0 No changes to the corporate tax rate are proposed.

Extension of the temporary increase in the tax credit relating to investment and

innovation

o On 25 March 2021, it was announced that the tax credit rates would be
temporarily doubled to encourage Québec businesses to carry out their
investment projects and to accelerate Québec's economic recovery. It was then
planned that this temporary increase would end on 31 December 2022.

o0 Inorder to continue the government'’s support for business investment, the
temporary increase in the tax credit relating to investment and innovation will

be extended by one year, that is, until 31 December 2023.

Rates of the tax credit relating to investment and innovation
(per cent)

Rates applicable Rates applicable  Rates applicable

after after after
Territory where the March 10, 2020 March 25, 2021 December 31, 2023
property is acquired and before and before and before
to be used mainly March 26, 2021 January 1, 2024 January 1, 2025
Territory with low economic
vitality 20 40 20
Territory with intermediate
economic vitality 15 30 15
Territory with high
economic vitality 10 20 10

o0 Insummary, a qualified corporation will be able to claim this tax credit in
respect of eligible biofuels that it produces in Québec for sale and use in
Québec, up to a maximum of 300 million litres per year. The tax credit will be

available from 1 April 2023 to 31 March 2033.

o0 In order to benefit from the tax credit in respect of a biofuel that the

corporation produces in a taxation year, the corporation will be required to
obtain, for that taxation year, a qualification certificate issued by the Minister
of Energy and Natural Resources certifying that the biofuel is an eligible biofuel

for the purposes of the tax credit.

o0 The rate of the tax credit will be determined according to various factors so
that the level of tax assistance applicable to an eligible biofuel produced by a
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gualified corporation will increase according to the decrease in carbon intensity
observed for that biofuel compared to the gasoline or diesel fuel that
it replaces.

o 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, expiring on
31 March 2023, will not be renewed.

Extension of and changes to the refundable tax credit for the production of
pyrolysis oil in Québec

o In order to maintain the government's support for efforts to reduce
greenhouse gas (GHG) emissions, the refundable tax credit for the production
of pyrolysis oil in Québec will be extended for a period of ten years, that is,
until 31 March 2033.

o0 Changes will also be made to the tax credit, particularly with respect to the tax
credit rate, so that the level of assistance granted to a qualified corporation,
with respect to its eligible production of pyrolysis oil, will take into account the
reduction in carbon intensity induced by this biofuel, compared to the fuel it
replaces, over its life cycle. In addition, the maximum number of litres for which
a qualified corporation may benefit from the tax credit will be increased to
300 million litres per year.

o Inorder to benefit from the tax credit in respect of a pyrolysis oil it produces in
a taxation year, a corporation will be required to obtain, for that taxation year,
a qualification certificate issued by the Minister of Energy and Natural
Resources certifying that the pyrolysis oil is an eligible pyrolysis oil for the
purposes of the tax credit.

0 These changes will apply as at 1 April 2023.

Personal tax

Personal tax rates
o No changes to personal income tax rates.

Introduction of the refundable tax credit granting a one-time amount to mitigate the
increase in the cost of living

o Insummary, an eligible individual will be entitled, in the 2022 calendar year, to
the payment of an amount of up to $500 in respect of a refundable tax credit
granting a one-time amount to mitigate the increase in the cost of living.

O This amount will be reducible on individual net income in excess of $100,000
for the 2021 calendar year.
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0 This lump-sum assistance will be provided to all eligible adults who have filed
their income tax return for the 2021 calendar year with Revenu Québec.

Perpetuation of the tax credit for a major cultural gift

o Inorder to increase major donations in the cultural sector, the additional tax
credit of 25% for a major cultural gift was introduced with the publication of
Information Bulletin 2013-6.

o0 With a view to perpetuate this support for the financing of the cultural sector,
the tax legislation will be amended to remove the deadline for making a
donation so that it can be recognized as a major cultural gift, thereby making
the tax credit for a major cultural gift permanent.

Extension of the refundable tax credit for the upgrading of residential waste water
treatment systems

o0 Inorder to encourage a greater number of owners to undertake repair work on
their septic systems, the period during which a service agreement may be
entered into with a qualified contractor, for the application of the refundable
tax credit for the upgrading of residential waste water treatment systems, will
be extended by five years, that is, until 31 March 2027.

Other tax measures

Amendment to the rules governing the interruption of the prescription period

o0 Under the Tax Administration Act, the recovery of an amount owed under a
fiscal law is prescribed by 10 years after the day on which the notice of
assessment was sent or, in the case of charges or fees, from the time the
charges or fees are applied.

o It only takes one allocation of a refund against a non-prescribed tax debt to
lose the benefit of the time that has elapsed to extinguish the debt through the
10-year prescription period, since the period resets to zero due to
the allocation.

o Consequently, with a view to making the tax system more fair and equitable for
all Québec taxpayers with a non-prescribed tax debt, the Tax Administration
Act will be amended to remove compensation as a reason for interrupting the
prescription period when a taxpayer entitled to a refund under a fiscal law is
also a debtor under such a law or is about to be, and the Minister of Revenue
applies the refund to pay the tax debt of that taxpayer.

0 This measure will apply to allocations of refunds made on or after a date to be
determined by the government after the bill giving effect to this measure is
assented to.

Québec's 2022-2023 budget 4



Other measures

Extension of the Roulez vert program and Revision of the maximum rebate
according to the evolution of the market

o The maximum rebate granted for the acquisition of electric vehicles under the
Roulez vert program will be, as of 1 April 2022:
= $7,000 for new fully electric vehicles;
= $5,000 for new plug-in hybrid vehicles;
= $3,500 for used fully electric vehicles.
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Learn more

For more information, please contact your EY or EY Law advisor or one of the following

professionals:

Jonathan Bicher, Montréal
514 731 7902 | jonathan.bicher@ca.ey.com

Philippe Dunlavey, Montréal
514 879 2662 | philippe.dunlavey@ca.ey.com

Stéphanie Jean, Montréal
514 879 8047 | stephanie.jean@ca.ey.com

Stéphane Leblanc, Montréal
514 879 2660 | stephane.leblanc@ca.ey.com

Sandy Maag, Montréal
514 874 4377 | sandy.maag@ca.ey.com

Benoit Millette, Montréal
514 879 3562 | benoit.millette@ca.ey.com

Nancy Avoine, Québec
418 640 5129 | nancy.avoine@ca.ey.com

Sylvain Paquet, Québec
418 640 5138 | sylvain.paquet@ca.ey.com

For up-to-date information on the federal, provincial and territorial budgets, visit

ey.com/ca/budget
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EY exists to build a better working world, helping to create
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trust in the capital markets.

Enabled by data and technology, diverse EY teams in over
150 countries provide trust through assurance and help
clients grow, transform and operate.

Working across assurance, consulting, law, strategy, tax and
transactions, EY teams ask better questions to find new
answers for the complex issues facing our world today.

EY refers to the global organization, and may refer to one or
more, of the member firms of Ernst & Young Global Limited,
each of which is a separate legal entity. Ernst & Young Global
Limited, a UK company limited by guarantee, does not provide
services to clients. Information about how EY collects and uses
personal data and a description of the rights individuals have
under data protection legislation is available via ey.com/privacy.
For more information about our organization, please visit
ey.com.

About EY's Tax Services

EY's tax professionals across Canada provide you with deep
technical knowledge, both global and local, combined with
practical, commercial and industry experience. We offer a range
of tax-saving services backed by in-depth industry knowledge.
Our talented people, consistent methodologies and unwavering
commitment to quality service help you build the strong
compliance and reporting foundations and sustainable tax
strategies that help your business achieve its potential. It's how
we make a difference.

For more information, visit ey.com/ca/tax.

About EY Law LLP

EY Law LLP is a national law firm affiliated with EY in Canada,
specializing in tax law services, business immigration services
and business law services.

For more information, visit eylaw.ca.

About EY Law's Tax Law Services

EY Law has one of the largest practices dedicated to tax
planning and tax controversy in the country. EY Law has
experience in all areas of tax, including corporate tax, human
capital, international tax, transaction tax, sales tax, customs and
excise.

For more information, visit http://www.eylaw.ca/taxlaw
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not be regarded as comprehensive or a substitute for professional advice.
Before taking any particular course of action, contact EY or another
professional advisor to discuss these matters in the context of your
particular circumstances. We accept no responsibility for any loss or
damage occasioned by your reliance on information contained in this
publication.
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