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   Join our online community

linkedin.com/companies/
liptonllp

LinkedIn is a professional and business 
networking site that allows you to connect 
to your Lipton LLP advisor(s).  You can 
see what they are working on and 
reccommend thier work.

@liptonllp

Twitter is a social networking and 
micro-blogging site.  Think of it as your 
personal news feed for up-to-date Lipton 
information.

facebook.com/liptonllp

Facebook is a household name and might 
have already won its place in your social 
calendar.  It is a great way to stay in the 
loop with friends and family.  Now, you 
can see what is going on at Lipton LLP. 
View event pictures, take surveys or just 
comment on our wall - we want to hear 
from you!

liptonllp/rss

For those that subscribe to RSS services, 
our news feed will send all of Lipton LLP’s 
updates directly to your inbox.  Subscribe 
today!

liptonllp/blog

Lipton’s Partners and staff are now actively 
blogging to our website.  Exclusive content 
as provided from our professionals, keeps 
you informed on the latest going on in the 
world of accounting, advisory, taxation 
and other matters.

ABOUT LIPTON LLP 

At Lipton LLP, we are guided by a simple vision: to be the CA firm of choice 
for privately-owned businesses and entrepreneurial individuals through ex-
cellent and personalized business advisory services and by seeking new op-
portunities to positively impact our clients.
 
Our team is united under one common purpose: to forge deep connections 
with our clients allowing us to build trusting and productive relationships 
that create lasting value. Our commitment is to build more effective client 
relationships, where we can bring together ideas, people and skills to create 
even better value for each of our clients – helping them achieve their true 
financial potential.
 
Lipton LLP is fortunate to attract the best financial professionals in the To-
ronto area. We are able to be selective about our hiring,  and our corporate 
culture has given us great success in retaining top-notch partners and staff. 
Our clients can expect the best service and superior knowledge from us in an 
ever-changing economic environment.
 
Lipton’s success for years has been based on a reputation of high professional 
standards and fostering excellent, loyal client relationships through continu-
ally developing enhanced value-added services. At Lipton, we take the time to 
get to know and understand our client’s vision, their business and most of all 
them. Over the past three decades, Lipton has grown one handshake and one 
satisfied client at a time. 

CONTACT US
245 Fairview Mall Drive   Phone:  416.496.2900  
Suite 600    Fax:      416.496.0559  
Toronto, Ontario     E-mail:  info@liptonllp.com                       
M2J 4T1     Web: www.liptonllp.com   
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INTRODUCTION

On March 28, 2018, Ontario’s Finance Minister Charles Sousa delivered the 2018 budget. This budget anticipates a 
surplus of $500 million in 2017-18 and deficits of $6.7 billion for 2018-19 and $6.6 billion for 2019-20. 

The budget also includes changes to Ontario’s personal income tax rates and brackets. No changes to corporate 
income tax rates were announced but the budget also provides increases to the Ontario Research and Development 
Tax Credit and the Ontario Innovation Tax Credit. 

TAX MEASURES AFFECTING INDIVIDUALS

Personal Income Tax Rates

The budget proposes to eliminate Ontario’s surtax and adjust the personal income tax brackets and rates, effective 
for 2018. 

Changes to source deduction payments would begin on July 1, 2018. 

The proposed changes to the personal income tax rates and brackets and the elimination of the surtax would not 
change top marginal income tax rates. Effective January 1, 2018, these rates would remain as follows:

Personal Combined Federal/Ontario Top Marginal Tax Rates
Type of Income 2018
Salary and other income 53.53%
Capital gains 26.76%
Eligible dividends 39.34%
Non-eligible dividends 46.84%
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TAX MEASURES AFFECTING BUSINESSES

Corporate Income Tax Rates

There are no proposed changes to Ontario’s corporate tax rates. As a result, the province’s corporate income tax rates  
would remain as follows: 

Corporate Combined Federal/Ontario  Tax Rates 

Income
Combined 

Federal and 
Ontario

General Income 26.50%
Manufacturing and Processing income 25.00%
Small Business Income * 13.50% **

*   On the first $500,000 of active business income. 
**  Assumes Federal proposal to reduce the federal small business tax rate to 10% as of January 1, 2018 will be                                                                                      
implemented.

Ontario Research and Development Tax Credit

The Ontario Research and Development Tax Credit is a 3.5% non-refundable tax credit on eligible R&D expenditures. 
The budget proposes that companies that qualify for this credit would be eligible for an increased rate of 5.5% for 
eligible expenditures over $1 million in a taxation year, effective for expenses incurred on or after March 28, 2018. 
The $1 million threshold would be prorated for short taxation years. 

The increased credit rate would not be available for businesses where eligible R&D expenditures in the current 
taxation year are less than 90% of eligible R&D expenditures in the prior taxation year. 

The increased credit rate would be prorated for taxation years straddling March 28, 2018. 
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Ontario Innovation Tax Credit

The Ontario Innovation Tax Credit is an 8% refundable tax credit for small to medium-sized companies on eligible 
R&D expenditures. The budget proposes to change this rate as follows. 

If a company qualifies for the credit and has a ratio of R&D expenditures to gross revenues that is: 

• 10% or less, the company would remain eligible for the 8% credit rate
• Between 10% and 20%, the company would be eligible for an enhanced credit rate that would increase from 

8% to 12% on a straight-line basis as the company’s ratio of R&D expenditures to gross revenue increases from 
10% to 20%, and 

• 20% and above, the company would be eligible for a 12% credit rate. 

This change applies to eligible R&D expenditures incurred on or after March 28, 2018. The rate changes would be 
prorated for taxation years straddling March 28, 2018. 

For purposes of this calculation, both the gross revenues and R&D expenditures must be attributable to Ontario 
operations. Gross revenues and R&D expenditures attributable to Ontario operations of associated companies 
would be combined.

Ontario Interactive Digital Media Tax Credit

The budget proposes to extend the eligibility for the Ontario Interactive Digital Media Tax Credit to film and 
television websites purchased or licensed by a broadcaster and embedded in the broadcaster’s website. This change 
would apply to websites that host content related to film, television or internet productions that have not received 
either a certificate of eligibility or letter of ineligibility before November 1, 2017. 

Employer Health Tax Exemption

The Employer Health Tax (EHT) exemption allows certain Ontario employers to not have to pay the EHT. 

The budget proposes that the EHT exemption will follow the eligibility criteria for the federal SBD, effective 
January 1, 2019. As a result, the EHT exemption would only be available to individuals, charities, not-for-profit 
organizations, private trusts and partnerships and Canadian-controlled private corporations. 

Ontario would incorporate federal anti-avoidance rules related to the multiplication of the SBD into the Employer 
Health Tax Act. Ontario would also determine the EHT rate for associated employers in a way that is consistent 
with the application of the EHT exemption threshold for these employers. 
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INDIRECT TAX CHANGES

Cannabis Tax

Ontario intends to enter into an agreement with the federal government under which Ontario would receive 75% of the 
federal excise duty collected on cannabis intended for sale in the province. 

Land Transfer Tax

A new regulation would allow land transfer tax arising from certain unregistered dispositions of a beneficial interest 
in land through certain types of partnerships and trusts to be payable 30 days after the end of the calendar quarter in 
which the disposition occurred, rather than within 30 days of the disposition. 

Tobacco Tax

Ontario’s tobacco tax will increase to 18.475 cents per cigarette (from 16.475 cents) and per gram of tobacco products 
other than cigars, effective 12:01 am, March 29, 2018. These changes are equivalent to $4 per carton of cigarettes. The 
government plans to further increase the tobacco tax rate by an additional $4 per carton of cigarettes in 2019. 

Please contact your Lipton LLP advisor if you would like to discuss theses matters further.
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